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DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Alcohol,  Tobacco  and 
Firearms 

27  CFR  Parts  19, 70, 240,  245,  250,  270, 
and  275 

[Notice  No.  341] 

Electronic  Fund  Transfer  for  Certain 
Alcohol  and  Tobacco  Products  Excise 
Tax  Payments  and  Other  Provisions 

agency:  The  Bureau  of  Alcohol. 
Tobacco  and  Firearms  (ATF). 
action:  Notice  of  proposed  rulemaking. 

summary:  The  Bureau  of  Alcohol. 
Tobacco  and  Firearms  (ATF)  is 
publishing  for  comment  proposed 
regulations  that  would  require  alcohol 
and  tobacco  products  excise  taxpayers, 
who  pay  five  million  dollars  or  more  in 
excise  taxes  in  a  fiscal  year  (large 
taxpayers),  to  pay  these  taxes  by 
electronic  fund  transfer.  This  electronic 
fund  transfer  would  provide  the  U.S. 
Treasury  with  immediate  credit  of  funds 
and  make  them  available  for  use  on  the 
actual  date  the  excise  taxes  are  due 
rather  than  several  days  later.  Under 
present  regulations,  the  Federal 
Government  loses  up  to  three  or  more 
days’  use  of  the  tax  money  due  while 
checks,  money  orders,  or  other 
acceptable  forms  of  payment  are  being 
delivered  by  mail  and  then  cleared 
through  the  banking  system. 

These  proposed  regulations  are 
classified  as  major  and  are 
supplemented  by  a  draft  regulatory 
analysis. 

dates:  Comments  must  be  received  on 
or  before  August  5, 1980. 
address:  Send  comments  on  this 
proposal  and  requests  for  a  copy  of  the 
draft  regulatory  analysis  to — Chief, 
Regulations  and  Procedures  Division, 
Bureau  of  Alcohol,  Tobacco  and 
Firearms,  Post  Office  Box  385, 
Washington,  D.C.  20044. 

FOR  FURTHER  INFORMATION  CONTACT: 
For  information  on  the  proposed 
regulations,  contact  Armida  N.  Stickney 
or  }ames  A.  Hunt  at  202/566-7626. 

For  information  on  the  draft 
regulatory  analysis,  contact  Cliff  A. 
Mullen  at  202/566-7531. 

SUPPLEMENTARY  INFORMATION: 

A.  Introduction 

During  1978,  the  President’s 
Reorganization  Project  (PRP)  Team 
recommended  to  the  Department  of  the 
Treasury  a  cash  management 
improvement  project  within  ATF  that 
would  promote  interest  savings  to  the 


U.S.  Teasury.  In  effect,  alcohol  and 
tobacco  products  excise  tax  payments 
from  approximately  150  large  revenue- 
producing  taxpayers  (individual  plants) 
would  be  collected  via  electronic  fund 
transfer. 

In  response  to  the  Semiannual  Agenda 
published  in  the  Federal  Register  (44  FR 
6686).  three  trade  associations 
representing  the  alcoholic  beverage  and 
tobacco  products  industries  sent  ATF 
written  analyses  regarding  the  impact  of 
the  ATF/PRP  Cash  Management 
Program  on  the  alcoholic  beverage  and 
tobacco  products  industries.  The  general 
thrust  of  these  analyses  is  that  these 
industries  would  incur  increased 
monetary  costs,  because  the  taxpayers 
would  be  required  to  increase  their 
capital  outlays  to  make  the  tax 
payments  at  an  earlier  date  to  the  U.S. 
Treasury.  Mathematical  procedures  for 
calculating  the  dollar  value  of  the 
benefit  and  cost  to  these  industries  were 
included  in  the  analyses.  The  value  of 
the  benefit  which  the  industries  would 
lose  under  the  electronic  fund  transfer, 
moreover,  was  described  in  the  analyses 
as  a  “loan"  to  the  U.S.  Treasury. 

ATF  recognizes  that  a  time  delay  on 
taxes  due  is  a  benefit  to  a  taxpayer  who 
manages  his/her  cash  so  that  a  “float” 
of  funds  is  made  available  for  other  uses 
or  to  preclude  borrowing  which  might 
otherwise  be  necessary.  The  U.S. 
Treasury,  however,  has  a  mandate  as 
expressed  in  31  U.S.C.  1002  to  exercise 
efficient  cash  management  in  its 
financial  operations.  In  addition,  the 
Internal  Revenue  Code  generally  leaves 
the  time  and  method  for  collecting  the 
tax  to  the  discretion  of  the  Secretary  of 
the  Treasury.  For  example,  under  the 
current  return  system,  the  Secretary  of 
the  Treasury  has  allowed  for  tax 
payment  to  be  delayed  as  much  as  30 
days  from  the  time  malt  beverages  are 
removed  and  tax  liability  is  incurred  by 
a  brewer.  The  opportunity  cost  of  these 
funds  by  the  Federal  Government  is  the 
cost  incurred  by  the  Federal 
Government  for  borrowing  this  same 
amount  of  funds  from  other  sources. 

Tax  payments  made  by  electronic 
fund  transfer  would  allow  the  Federal 
Government  to  exercise  improved  cash 
management  by  reducing  the  length  of 
time  permitted  the  industries  to  use 
interest  free  those  funds  owed  by  them 
to  the  Federal  Government. 

ATF  believes  that  an  improved  cash 
management  on  the  part  of  the  Federal 
Government  is  consistent  with  the 
mandate  contained  in  31  U.S.C.  1002. 

ATF  proposes,  therefore,  to  implement 
the  ATF/PRP  Cash  Management 
Program  which  would  require  that 
excise  tax  payments,  from  large 
taxpayers  defined  as  those  whose 


excise  tax  payments  are  five  million 
dollars  or  more  annually,  be  transmitted 
electronically  by  the  Federal  Reserve 
Communications  System  (FRCS)  and  the 
Treasury  Financial  Communications 
System  (TFCS). 

B.  Current  Procedures 

ATF  administers  the  collection  of 
approximately  seven  billion  dollars 
annually  in  alcohol  and  tobacco 
products  excise  taxes  from  U.S.  brewers, 
distillers,  winemakers,  and 
manufacturers  of  tobacco  products. 

Under  the  present  system  of  collecting 
alcohol  and  tobacco  products  excise 
taxes,  the  taxpayer  generally  prepares 
and  mails  a  tax  return  semimonthly, 
accompanied  by  a  check  or  money 
order,  to  the  district  director  of  the 
Internal  Revenue  Service  (IRS).  The 
district  director  deposits  the  remittance 
with  a  local  bank  designated  to  accept 
deposits  to  the  Account  of  the  U.S. 
Treasury  and  mails  the  tax  return  and 
confirmed  certificate  of  deposit  to  the 
IRS  Service  Center. 

Consequently,  considerable  time 
elapses  between  the  time  the  tax  is  paid 
and  the  time  the  tax  payment  is 
accredited  to  the  Treasury’s  Account. 

C.  Proposed  Method  of  Delivering 
Payment  by  Using  TFCS 

The  Treasury  Financial 
Communications  System  (TFCS)  is  the 
computer-to-computer  link  between  the 
Department  of  the  Treasury  and  the 
Federal  Reserve  Bank  of  New  York 
(FRBNY).  This  system  provides  the 
capability  for  (1)  automated  receipt  and 
processing  of  fund  transfers  and  (2) 
computer-assisted  generation  of  fund 
transfers  between  Treasury,  Federal 
Reserve  banks,  and  other  banks  utilizing 
the  Federal  Reserve  Communications 
System  (FRCS).  The  TFCS  also 
intergrates  such  traffic  into  the 
Government-wide  Accounting  System  of 
the  Treasury  which  accounts  for  all 
Federal  receipts  and  outlays.  Since  the 
Department  of  the  Treasury  maintains 
an  account  at  FRBNY,  banks  that 
maintain  an  account  at  a  Federal 
Reserve  bank  may  make  electronic  fund 
transfers  to  the  Treasury  through  the 
FRCS.  Electronic  fund  transfers  between 
the  Treasury  and  banks  that  do  not 
maintain  an  account  at  a  Federal 
Reserve  bank  are'processed  through 
correspondent  banks  that  do  maintain 
an  account  at  a  Federal  Reserve  bank. 

Commercial  banks  that  are  members 
of  the  FRCS  (approximately  5,000  of  the 
15,000  banks  in  the  United  States)  also 
act  as  correspondents  for  the 
nonmember  commercial  banks,  thus 
allowing  deposit  movements  between 
practically  all  banking  institutions. 
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D.  Proposed  Procedures 

ATF  is  proposing  to  require  a  new 
method  of  delivering  payment  of  the  tax 
to  the  Account  of  the  U.S.  Treasury  at 
the  Federal  Reserve  Bank  of  New  York 
by  means  of  electronic  fund  transfer. 

The  proposal  applies  only  to  Lhose 
large  taxpayers  who  paid  five  million 
dollars  or  more  in  alcohol  or  tobacco 
products  excise  taxes  during  the 
previous  fiscal  year.  Of  the 
approximately  1,200  alcohol  and 
tobacco  products  excise  taypayers  filing 
returns,  approximately  150  would 
qualify  as  “large”  taxpayers  and  would 
be  affected  by  the  proposal. 

ATF  would  provide  specific 
information  and  instructions  by  use  of  a 
notice  form  and  industry  circular  on 
how  to  make  the  tax  payments  via 
electronic  fund  transfer.  The  sample 
format  of  the  notice  form  is  briefly 
depicted  below. 

BILLING  CODE  4810-31-M 
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1  - 

2  - 

3  - 

4  - 

5  - 

6  - 

7  - 

8  - 
9  - 


Priority  Code  (to  be  provided  by  the 
sending  bank) . 

Treasury  Department  Code  (a  constant) . 
Type  Code  (to  be  provided  by  the  sending 
bank) . 

Sending  Bank  Code  (to  be  provided  by  the 
sending  bank) . 

Reference  Number  (to  be  inserted  by  the 
sending  dank) . 

Amount  (to  be  provided  by  the  taxpayer) . 
Sending  Bank  Name  (to  be  provided  by  the 
sending  bank) . 

Treasury  Department  Name  (a  constant) . 
Agency  Location  Code  (to  be  provided  by 


Item  10 
Item  11 


Agency  Name  (to  be  provided  by  ATF) . 

Third  Party  Information  (to  be  provided  by 
ATF)  . 
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E.  Proposed  Changes  to  the  Regulations 

Generally,  these  proposed 
amendments  would  add  new  provisions 
to  27  CFR  Parts  19,  70,  240,  245,  250,  270, 
and  275,  requiring  large  taxpayers  to 
make  their  excise  tax  payments  by 
electronic  transmission  to  the  U.S. 
Treasury  through  Government 
depositaries  and,  if  needed,  nonmember 
clearing  banks. 

F.  Provisions  From  26  CFR  Parts  301  and 
601  Incorporated  Into  27  CFR  Part  70 
and  Other  Amendments 

Provisions  applicable  to  ATF, 
appearing  in  26  CFR  Parts  301  and  601, 
with  respect  to  certain  procedural  rules 
governing  the  tax  payment  of  the  excise 
tax  of  distilled  spirits,  wine,  beer,  and 
tobacco  products  would  be  incorporated 
into  27  CFR  Part  70 — Procedure  and 
Administration — at  a  later  date. 

However,  as  amended  below,  a  new 
Subpart  D — Use  of  Government 
Depositaries — and  a  new  section  would 
be  added  to  27  CFR  Part  70  to  provide 
for  the  use  of  Government  depositaries 
in  transmitting  certain  excise  tax 
payments  by  electronic  fund  transfer  to 
the  U.S.  Treasury. 

Other  amendments  in  the  affected 
parts  of  27  CFR  are  editorial  in  nature. 

G.  Public  Participation 

ATF  requests  comments  from  all 
interested  persons.  All  comments 
received  on  or  before  the  closing  date 
will  be  carefully  considered.  Comments 
received  after  the  closing  date  and  too 
late  for  consideration  will  be  treated  as 
possible  suggestions  for  future  ATF 
action.  Copies  of  the  proposed  changes, 
of  the  draft  regulatory  analysis,  and  of 
written  comments  are  available  for 
public  inspection  during  normal 
business  hours  at  the  ATF  Reading 
Room,  Room  5207,  Federal  Building,  12th 
and  Pennsylvania  Avenue,  NW., 
Washington,  D.C. 

Any  interested  person  who  desires  an 
opportunity  to  comment  orally  at  a 
public  hearing  on  these  proposed 
regulations  should  submit  his  or  her 
request,  in  writing,  to  the  Director  within 
the  60-day  comment  period.  The 
Director,  however,  reserves  the  right  to 
determine,  in  light  of  all  circumstances, 
whether  a  public  hearing  should  be  held. 

H.  Drafting  Information 

The  principal  author  of  this  document 
is  Armida  N.  Stickney  of  the  Research 
and  Regulations  Branch,  Bureau  of 
Alcohol,  Tobacco  and  Firearms. 
However,  other  personnel  of  ATF  and 
other  agencies  and  offices  of  the 
Treasury  Department  participated  in 


developing  the  document,  both  on 
matters  of  substance  and  style. 

I.  Compliance  With  Executive  Order 
12044 

In  compliance  with  Executive  Order 
12044,  a  draft  regulatory  analysis  has 
been  prepared  to  accompany  this  notice 
of  proposed  rulemaking.  The  draft 
regulatory  analysis  reflects  the 
economic  consequences  of  the  proposed 
amendments.  This  draft  regulatory 
analysis  is  available  at  request  and  may 
be  inspected  during  normal  business 
hours  at  the  above-mentioned  ATF 
Reading  Room. 

J.  Authority  and  Proposed  Changes 

These  proposed  regulations  would  be 
issued  under  the  authority  contained  in 
26  U.S.C.  7805  (68A  Stat.  917). 

As  proposed,  27  CFR  Parts  19,  70,  240, 
245,  250,  270,  and  275  would  be  amended 
as  follows: 

PART  19— DISTILLED  SPIRITS 
PLANTS 

1.  In  the  table  of  sections  to  27  CFR 
Part  19  §  §  19.523a  and  19.523b  would  be 
added  to  read  as  follows: 
***** 

Subpart  O— Transfers  and  Withdrawals 

Sec. 

***** 

19.523a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

19.523b  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice. 
***** 

2.  In  §  19.11  the  following  terms  would 
be  added  and  inserted  in  alphabetical 
order: 

§  19.11  Meaning  of  terms. 

***** 

Authorized  commerical  bank.  A  bank 
which  maintains  an  account  at  a  Federal 
Reserve  bank  and  which  utilizes  the 
Federal  Reserve  Communications 
System  (FRCS). 

Bank.  A  Federal  Reserve  bank,  an 
authorized  commerical  bank,  or  a 
nonmember  clearing  bank. 

Banking  day.  Any  day  during  which  a 
bank  is  open  to  the  public  for  carrying 
on  substantially  all  its  banking 
functions. 

***** 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  than  a 
transaction  originated  by  check,  draft,  or 
similar  paper  instrument,  which  is 
initiated  through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 
authorize  a  bank  to  transfer  funds  from 
a  taxpayer’s  account  to  the  Treasury’s 


Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

Federal  Reserve  bank.  District  and 
Branch  Banks  of  the  Federal  Reserve 
System. 

Fiscal  year.  The  period  which  begins 
October  1  and  ends  on  the  following 
September  30. 

***** 

Government  depositaries.  Federal 
Reserve  banks  and  general  depositaries. 
The  term  ‘‘general  depositaries”  means 
commercial  banks  which  have  been 
specificially  authorized  by  the  Treasury 
Department  to  maintain  a  demand 
account  in  the  name  of  the  U.S.  Treasury 
entitled,  “Treasury’s  General  Account”, 
for  the  purpose  of  accepting  deposits  for 
credit  in  that  account. 
***** 

Nonmember  clearing  bank.  A  bank, 
not  a  member  of  the  Federal  Reserve 
System,  which  maintains  with  a  Federal 
Reserve  bank  the  balance  referred  to  in 
the  first  paragraph  of  section  13  of  the 
Federal  Reserve  Act  (12  U.S.C.  342),  and 
any  corporation  which  maintains  an 
account  with  a  Federal  Reserve  bank  in 
conformity  with  the  requirements  of  12 
CFR  Part  211. 

***** 

Service  center.  An  Internal  Revenue 
Service  Center  in  any  of  the  Internal 
Revenue  regions. 

***** 

Treasury’s  Account.  The  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

§  19.523  [Amended] 

3.  Section  19.523  would  be  amended 
by  changing  the  prepositional  phrase, 
“with  remittance”,  wherever  it  appears, 
to  read  “and  remittance  as  required  by 
§  19.523a  or  §  19.524”. 

4.  Sections  19.523a  and  19.523b  would 
be  added  to  read  as  follows: 

§  19.523a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

(a)  General.  Except  as  provided  by 
this  section,  notwithstanding  any 
provisions  of  §  §  19.522  and  19.523,  a 
proprietor  who  pays  an  amount  of  five 
million  dollars  or  more  in  excise  taxes 
during  a  fiscal  year  shall  use  a  Federal 
Reserve  bank,  authorized  commercial 
bank,  or  nonmembei  clearing  bank  in 
making  payment  of  the  tax  on  spirits  for 
the  succeeding  fiscal  year.  For  purposes 
of  this  section,  the  dollar  amount  of 
payments  is  defined  as  the  net  amount 
of  taxes  due  and  payable  on  returns 
required  to  be  filed  in  the  fiscal  year 
after  any  authorized  credits. 


38262 


Federal  Register  /  Vol.  45,  No.  Ill  /  Friday,  June  6,  1980  /  Proposed  Rules 


(b)  Requirements.  (1)  On  or  before 
October  10  of  each  fiscal  year,  each 
proprietor  who  paid  an  amount  of  five 
million  dollars  or  more  in  excise  taxes  in 
the  previous  fiscal  year  shall  notify  the 
regional  regulatory  administrator  of  that 
fact,  in  writing,  and  that  the  remittances 
for  the  current  fiscal  year  will  be 
delivered  by  electronic  fund  transfer. 

(2)  The  proprietor  shall,  for  each 
return  period,  direct  the  bank  to  send  an 
electronic  fund  transfer  message  as 
provided  in  §  19.523b,  to  the  Treasury’s 
Account.  The  request  shall  be  made  to 
the  bank  early  enough  for  the  transfer  to 
be  effected  to  the  Treasury’s  Account  by 
no  later  than  the  time  for  filing  returns 
as  provided  in  §  19.523.  The  request 
shall  take  into  account  any  time  limit 
established  by  the  bank.  However,  a 
proprietor  who  is  qualified  for  extended 
deferral,  as  provided  in  §  19.522,  shall 
file  returns  and  send  remittances  by 
electronic  fund  transfer,  for  each  return 
period  as  provided  in  §  19.523. 

(3)  If  a  proprietor  paid  less  than  five 
million  dollars  by  EFT  in  the  preceding 
fiscal  year,  he  may  choose  either  to 
continue  remitting  the  tax  as  provided  in 
paragraph  (a)  of  this  section  or  to  remit 
the  tax  with  the  return  as  prescribed  by 
§  19.524.  During  the  first  return  period  in 
which  the  proprietor  chooses  to 
discontinue  delivering  his  remittance  by 
EFT  and  to  begin  sending  his  remittance 
with  the  tax  return  to  the  district 
director,  the  proprietor  shall  notify  the 
director  of  the  service  center  and  the 
regional  regulatory  administrator  by 
filing  an  information  return  on  Form 
5110.32  or  Form  5110.35,  showing  that  no 
taxes  are  due  by  EFT,  because  the 
amount  of  taxes  during  the  preceding 
fiscal  year  was  less  than  five  million 
dollars  and  that  the  tax  return, 
accompanied  by  remittance,  will  be  filed 
with  the  district  director. 

(c)  Remittance.  (1)  The  proprietor 
shall  direct  his  bank  to  effect  an 
electronic  fund  transfer  message  as 
required  by  paragraph  (b)(2)  of  this 
section.  The  proprietor  will  be  furnished, 
through  normal  banking  procedures, 
with  transfer  data  which  will  serve  as 
his  record  of  payment  and  which  shall 
be  retained  as  part  of  his  records. 

(2)  Each  proprietor  shall  show  on  the 
return,  Form  5110.32  or  5110.35.  required 
under  §  19.524,  information  regarding 
EFT  made  for  that  return  period. 

(3)  Remittances  shall  be  considered  as 
made  on  the  date  the  electronic  fund 
transfer  is  received  by  a  Government 
depositary  for  the  Treasury’s  Account. 

(d)  Failure  to  request  an  electronic 
fund  transfer  message.  For  provisions 
relating  to  the  penalty  for  failure  to 
request  an  electronic  fund  transfer 


message  within  the  prescribed  time,  see 
the  provisions  in  26  U.S.C.  6656. 

(e)  Other  cross  references.  For 
regulations  governing  the  handling  of 
any  transfer  of  funds  for  the  payment  of 
tax  by  Government  depositaries  and 
requests  for  such  transfers,  see  12  CFR 
Part  210,  Subpart  B,  and  12  CFR  Part  205 
(Federal  Reserve  System  regulations  on 
transfers  of  funds). 

(Aug.  16, 1954,  ch.  736,  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302);  sec.  101(j)(37),  Pub. 
L.  91-172,  83  Stat.  530,  as  amended  (26  U.S.C. 
6161(a)(1))) 

§  19.523b  ATF  Form  (Pending)— 

Electronic  Fund  Transfer  Notice. 

(a)  Not  later  than  15  days  after  the 
beginning  of  a  Fiscal  year,  the  regional 
regulatory  administrator  will  issue 
payment  instructions  and  information 
on  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice,  to  the  proprietor 
on  how  to  transmit  tax  payments 
directly  or  through  a  correspondent 
bank  to  the  Federal  Reserve  Bank  of 
New  York.  The  proprietor  shall  follow 
the  payment  instructions  and 
communicate  this  information  to  the 
bank  sending  the  electronic  fund 
transfer  messages. 

(b)  ATF  Form  (Pending)  will  be 
prepared  in  quadruplicate  by  the  ATF 
regional  office.  A  copy  will  be  retained 
by  the  ATF  regional  office,  a  copy  will 
be  forwarded  to  the  director  of  the 
service  center,  and  the  original  plus  one 
copy  will  be  forwarded  by  certified  or 
registered  mail  to  the  proprietor.  The 
proprietor  shall  retain  the  original  and 
furnish  the  copy  to  the  bank  sending  the 
electronic  fund  transfer  messages. 

PART  70-PROCEDURE  AND 
ADMINISTRATION 

1.  The  table  of  sections  to  27  CFR  Part 
70  would  be  amended  by  adding  a  new 
subpart,  Subpart  D — Use  of  Government 
Depositaries — and  by  listing  a  new 
section  pertaining  to  this  new  subpart. 

As  amended,  the  table  of  sections  would 
read  as  follows: 

Subpart  D— Use  of  Government 
Depositaries 

70.51  Use  of  Government  depositaries. 

*  *r  *  *  * 

2.  Section  70.1  would  be  revised  to 
read  as  follows: 

§  70.1  General. 

This  part  sets  forth  the  procedural  and 
adminstrative  rules  of  the  Bureau  of 
Alcohol,  Tobacco  and  Firearms  for — 

(a)  The  issuance  and  enforcement  of 
summonses,  examination  of  books  of 
account  and  witnesses,  administration 
of  oaths,  entry  of  premises  for 


examination  of  taxable  objects,  granting 
of  rewards  for  information,  canvass  of 
regions  for  taxable  objects  and  persons, 
and  authority  of  ATF  officers;  and 
(b)  The  use  of  Government 
depositaries  for  payment  of  excise  taxes 
imposed  by  26  U.S.C.  Subtitles  E  and  F. 

3.  In  §  70.11  the  following  terms  would 
be  added  and  inserted  in  alphabetical 
order: 

§  70. 1 1  Meaning  of  terms. 

*  *  *  *  * 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  a  transaction 
originated  by  check,  draft,  or  similar 
paper  instrument,  which  is  initiated 
through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 
authorize  a  bank  to  transfer  funds  from 
a  taxpayer’s  account  to  the  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

Government  depositaries.  Federal 
Reserve  banks  and  general  depositaries. 
The  term  "general  depositaries”  means 
commercial  banks  which  have  been 
specifically  authorized  by  the  Treasury 
Department  to  maintain  an*  account  in 
the  name  of  the  U.S.  Treasury  for  the 
purpose  of  accepting  deposits  for  credit 
it  that  account. 

Treasury's  Account.  The  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

4.  Subpart  D  and  §  70.51  would  be 
added  to  27  CFR  Part  70  and  would  read 
as  follows: 

Subpart  D— Use  of  Government 
Depositaries 

§  70.51  Use  of  Government  depositaries. 

For  provisions  relating  to  the  use  of 
Government  depositaries  and  electronic 
fund  transmission  of  tax  payment  to  the 
U.S.  Treasury,  see  the  regulations 
relating  to  the  particular  tax. 

(Aug.  16, 1954,  ch.  736.  68A  Stat.  775  (26 
U.S.C.  6301);  June  29, 1956,  ch.  462,  70  Stat. 

391  (26  U.S.C.  6301)) 

PART  240— WINE 

1.  In  the  table  of  sections  to  27  CFR 
Part  240  §§  240.591a— 240.591b  would  be 
added  and  §  §  240.591,  240.594  and 
240.595  would  be  revised.  Such  entries 
would  read  as  follows: 
***** 

Subpart  AA— Tax  Payment  of  Wine 

Sec. 

***** 

240.591  Payment  of  tax  by  check,  cash,  or 
money  order. 

240.591a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 
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240.591b  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice. 

★  *  *  *  * 

240.594  Prepayment  of  tax;  general. 

240.595  Prepayment  of  tax;  proprietor  in 
default. 

***** 

2.  In  §  240.10  the  following  terms 
would  be  added  and  inserted  in 
alphabetical  order: 

§  240.10  Meaning  of  terms. 

***** 

Authorized  commercial  bank.  A  bank 
which  maintains  an  account  at  a  Federal 
Reserve  bank  and  which  utilizes  the 
Federal  Reserve  Communications 
System  (FRCS). 

Bank.  A  Federal  Reserve  bank,  an 
authorized  commercial  bank,  or  a 
nonmember  clearing  bank. 

Banking  day.  Any  day  during  which  a 
bank  is  open  to  the  public  for  carrying 
on  substantially  all  its  banking 
functions. 

Business  day.  Any  day,  other  than  a 
Saturday,  Sunday,  or  a  legal  holiday. 

(The  term  legal  holiday  includes  all 
holidays  in  the  District  of  Columbia  and 
statewide  holidays  in  a  particular  State 
in  which  a  claim,  report,  or  return,  as  the 
case  may  be,  is  required  to  be  filed,  or 
the  act  is  required  to  be  performed. 
***** 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  than  a 
transaction  originated  by  check,  draft,  or 
similar  paper  instrument,  which  is 
initiated  through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 
authorize  a  bank  to  transfer  funds  from 
a  taxpayer’s  account  to  the  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

Federal  Reserve  bank.  District  and 
Branch  Banks  of  the  Federal  Reserve 
System. 

Fiscal  year.  The  period  which  begins 
October  1  and  ends  on  the  following 
September  30. 

*  ^  *  *  *  * 

Government  depositaries.  Federal 
Reserve  banks  and  general  depositories. 
The  term  “general  depositaries”  means 
commercial  banks  which  have  been 
specifically  authorized  by  the  Treasury 
Department  to  maintain  a  demand 
account  in  the  name  of  the  U.S.  Treasury 
entitled,  “Treasury’s  General  Account”, 
for  the  purpose  of  accepting  deposits  for 
credit  in  that  account. 
***** 

Nonmember  clearing  bank.  A  bank, 
not  a  member  of  the  Federal  Reserve 
System,  which  maintains  with  a  Federal 
Reserve  bank  the  balance  referred  to  in 


the  first  paragraph  of  section  13  of  the 
Federal  Reserve  Act  (12  U.S.C.  342),  and 
any  corporation  which  maintains  an 
account  with  a  Federal  Reserve  bank  in 
conformity  with  the  requirements  of  12 
CFR  Part  211. 

*  *  *  *  * 

Service  center.  An  Internal  Revenue 
Service  Center  in  any  of  the  Internal 
Revenue  regions. 

***** 

Treasury's  Account.  The  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

§  240.590a  [Amended] 

3.  Paragraph  (b)  of  §  240.590a  would 
be  amended  by  changing  the 
prepositional  phrase,  “with 
remittances”,  wherever  it  appears,  to 
read  “and  remittances  as  required  by 
§  240.591  or  §  240.591a,”. 

4.  The  title  to  §  240.591  would  be 
amended  to  read  as  follows: 

§  240.591  Payment  of  tax  by  check,  cash, 
or  money  order. 

***** 

5.  Sections  240.591a  and  240.591b 
would  be  added  to  read  as  follows: 

§  240.591a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

(a)  General.  Except  as  provided  in  this 
section,  notwithstanding  any  provisions 
of  §  240.591(a)-(c),  a  proprietor  who 
pays  an  amount  of  five  million  dollars  or 
more  in  wine  exciser  taxes  during  a  fiscal 
year  shall  use  a  Federal  Reserve  bank, 
authorized  commercial  bank,  or 
nonmember  clearing  bank  in  making 
payment  of  the  tax  on  wine  for  the 
succeeding  fiscal  year.  For  purposes  of 
this  section,  the  dollar  amount  of 
payments  is  defined  as  the  net  amount 
of  taxes  due  and  payable  on  returns 
required  to  be  filed  in  the  fiscal  year 
after  any  authorized  credits. 

(b)  Requirements.  (1)  On  or  before 
October  10  of  each  fiscal  year,  each 
proprietor  who  paid  an  amount  of  five 
million  dollars  or  more  in  excise  taxes  in 
the  previous  fiscal  year  shall  notify  the 
regional  regulatory  administrator,  in 
writing,  of  that  fact  and  that  the 
remittances  for  the  current  fiscal  year 
will  be  delivered  by  electronic  fund 
transfer. 

(2)  The  proprietor  shall,  for  each 
return  period,  direct  the  bank  to  send  an 
electronic  fund  transfer  message  as 
provided  in  §  240.591b,  to  the  Treasury’s 
Account.  The  request  shall  be  made  to 
the  bank  early  enough  for  the  transfer  to 
be  effected  to  the  Treasury’s  Account  by 
no  later  than  the  third  calendar  day  next 
succeeding  the  last  day  of  each  return 
period.  The  request  shall  take  into 


account  any  time  limit  established  by 
the  bank.  However,  a  proprietor  who  is 
qualified  for  extended  deferral,  as 
provided  in  §  240.590a,  shall  file  returns 
and  send  remittances  by  electronic  fund 
transfer,  for  each  return  period,  not  later 
than  the  last  day  of  the  return  period 
next  succeeding  that  period. 

(3)  If  a  proprietor  paid  less  than  five 
million  dollars  by  EFT  in  the  preceding 
fiscal  year,  the  proprietor  may  choose 
either  to  continue  remitting  the  tax  as 
provided  in  paragraph  (a)  of  this  section 
or  to  remit  the  tax  with  the  return  as 
prescribed  by  §  240.591(c).  During  the 
first  return  period  in  which  the 
proprietor  chooses  to  discontinue 
delivering  his  remittance  by  EFT  and  to 
begin  sending  his  remittance  with  the 
tax  return  to  the  district  director,  the 
proprietor  shall  notify  the  director  of  the 
service  center  and  the  regional 
regulatory  administrator  by  filing  an 
information  return  on  Form  2050, 
showing  that  no  taxes  are  due  by  EFT, 
because  the  amount  of  taxes  during  the 
preceding  fiscal  year  was  less  than  five 
million  dollars  and  that  the  tax  return, 
accompanied  by  remittance,  shall  be 
filed  with  the  district  director. 

(c)  Remittance.  (1)  The  proprietor 
shall  direct  his  bank  to  effect  an 
electronic  fund  transfer  message  as 
required  by  paragraph  (b)(2)  of  this 
section.  The  proprietor  will  be  furnished, 
through  normal  banking  procedures, 
with  transfer  data  which  will  serve  as 
his  record  of  payment  and  which  shall 
be  retained  as  part  of  his  records. 

(2)  Each  proprietor  shall  show  on  the 
return,  Form  2050,  required  under 

§  240.591,  information  regarding  EFT 
made  for  that  return  period. 

(3)  Remittances  shall  be  considered  as 
made  on  the  date  the  electronic  fund 
transfer  is  received  by  a  Government 
depositary  for  the  Treasury’s  Account. 

(d)  Failure  to  request  an  electronic 
fund  transfer  message.  For  provisions 
relating  to  the  penalty  for  failure  to 
request  an  electronic  fund  transfer 
message  within  the  prescribed  time,  see 
the  provisions  in  26  U.S.C.  6656. 

(e)  Extension  of  time  for  paying  tax. 

No  extension  of  time  will  be  granted  for 
payment  of  any  of  the  taxes  to  which  the 
requirements  m  this  section  have 
application. 

(f)  Other  cross  references.  For 
regulations  governing  the  handling  of 
any  transfer  of  funds  for  the  payment  of 
tax  by  Government  depositaries  and 
requests  for  such  transfers,  see  12  CFR 
part  210,  Subpart  B,  and  12  CFR  Part  205 
(Federal  Reserve  System  regulations  on 
transfers  of  funds). 

(Aug.  16, 1954,  ch.  >36,  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302);  sec.  101(j)(37),  Pub. 
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L  91-172,  83  Stat.  530,  as  amended  (26  U.S.C. 
6161(a)(1))) 

§  240.591b  ATF  Form  (Pending)— 

Electronic  Fund  Transfer  Notice. 

(a)  Not  later  than  15  days  after  the 
beginning  of  a  fiscal  year,  the  regional 
regulatory  administrator  will  issue 
payment  instructions  and  information 
on  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice,  to  the  proprietor 
on  how  to  transmit  tax  payments 
directly  or  through  a  correspondent 
bank  to  the  Federal  Reserve  Bank  of 
New  York.  The  proprietor  shall  follow 
the  payment  instructions  and 
communicate  this  information  to  the 
bank  sending  the  electronic  fund 
transfer  messages. 

(b)  ATF  Form  (Pending)  will  be 
prepared  in  quadruplicate  by  the  ATF 
regional  office.  A  copy  will  be  retained 
by  the  ATF  regional  office,  a  copy  will 
be  forward  to  ihe  director  of  the  service 
centers,  and  the  original  plus  one  copy 
will  be  forwarded  by  certified  or 
registered  mail  to  the  proprietor.  The 
proprietor  shall  retain  the  original  and 
furnish  the  copy  to  the  bank  sending  the 
electronic  fund  transfer  messages. 

6.  Section  240.594  would  be  revised  to 
read  as  follows: 

§  240.594  Prepayment  of  tax;  general. 

(a)  A  proprietor  shall,  before  removal 
of  the  wine  for  consumption  or  sale,  file 
•with  the  district  director  a  wine  tax 
return,  Form  2052,  with  remittance, 
where  (1)  he  is  required  to  prepay  tax 
under  §  240.595,  (2)  his  tax  deferral  bond 
(or  bonds),  Form  2053,  is  not  in  the 
maximum  penal  sum  and  the  tax 
determined  and  unpaid  af  any  one  time 
exceeds  the  penal  sum  of  such  bond  by 
more  than  $100,  or  (3)  he  does  not  have 
an  approved  tax  deferral  bond,  Form 
2053,  and  the  total  amount  of  tax  unpaid 
at  any  one  time  exceeds  $100.  The 
return,  with  remittance,  shall  be  filed  by 
forwarding  or  delivering  it  to  the  district 
director.  For  the  purpose  of  complying 
with  this  section,  the  term  “forwarding” 
shall  mean  deposit  in  the  United  States 
mail,  properly  addressed  to  the  district 
director. 

(b)  However,  when  a  proprietor  is 
required  by  §  240.591a  to  deliver 
payment  of  tax  by  electronic  fund 
transfer,  the  proprietor  shall  prepay  the 
tax  before  any  wine  can  be  removed  for 
consumption  or  sale  by  (1)  completing 
the  return,  Form  2052,  and  by  mailing  it, 
as  instructed  on  the  return,  to  the 
director  of  the  service  center  and  to  the 
regional  regulatory  administrator  and  (2) 
by  directing  the  proprietor’s  bank  to 
effect  an  electronic  fund  transfer 
message. 


(Aug.  16, 1954,  ch.  736,  68A  Stat.  775  (26 
U.S.C.  6301);  Aug.  16, 1954,  ch.  736,  68A  Stat. 
777  (26  U.S.C.  6311);  June  29, 1956,  ch.  462,  70 
Stat.  391  (26  U.S.C.  6302)) 

7.  Section  240.595  would  be  revised  to 
read  as  follows: 

§  240.595  Prepayment  of  tax;  proprietor  in 
default. 

Where  a  payment  of  taxes  on  wine  is 
not  made  on  presentment  of  check  or 
money  order  tendered,  or  where  the 
proprietor  is  otherwise  in  default  in 
payment  of  the  tax  under  §  240.591  or 
§  240.591a,  no  wine  shall  be  removed  for 
consumption  or  sale  until  the  tax  has 
been  paid  as  provided  in  §  240.594,  for 
the  period  of  the  default  and  until  the 
regional  regulatory  administrator  finds 
the  revenue  will  not  be  jeopardized  by 
payment  of  the  tax  as  provided  in 
§  240.591  or  §  240.591a.  Any  remittance 
made  during  the  period  of  the  default 
shall  be  in  cash,  or  shall  be  in  the  form 
of  a  certified,  cashier  or  treasurer’s 
check  drawn  on  any  bank  or  trust 
company  incorporated  under  the  laws  of 
any  State,  Territory,  or  possession  of  the 
United  States,  or  in  the  form  of  a  money 
order,  or  in  the  form  of  an  electronic 
fund  transfer  message. 

(Aug.  16, 1954,  ch.  736.  68A  Stat.  775  (26 
U.S.C.  6301);  Aug.  16, 1954,  ch.  736,  68A  Stat. 
777  (26  U.S.C.  6311);  June  29, 1956,  ch.  462,  70 
Stat.  391  (26  U.S.C.  6302)) 

8.  Section  240.901  would  be  amended 
by  adding  to  the  end  the  following 
sentence: 

§240.901  Form  2050. 

*  *  *  The  original  and  two  copies  of 
Form  2050  shall  be  filed  with  the  district 
director  as  provided  in  §  240.591  or  with 
the  director  of  the  service  center  if  tax 
payment  is  made  by  EFT  as  provided  in 
§  240.591a;  and,  at  the  same  time,  a  copy 
shall  be  forwarded  to  the  regional 
regulatory  administrator. 

9.  Section  240.902  would  be  revised  to 
read  as  follows: 

§240.902  Form  2052. 

(a)  When  the  proprietor  is  required  to 
prepay  tax,  as  provided  in  §§  240.594(a) 
and  240.595,  the  proprietor  shall  first 
prepare  Form  2052,  as  instructed  on  the 
form,  in  an  amount  sufficient  to  cover 
the  tax  on  the  quantity  of  wine  proposed 
to  be  removed  that  day.  Forms  2052 
shall  be  delivered  to  the  district  director 
or  deposited  in  the  U.S.  mail  properly 
addressed  to  the  district  director, 
together  with  a  remittance  as  provided 
in  §  240.594(a)  prior  to  removal  of  the 
wine.  At  the  same  time,  a  copy  of  Form 
2052  shall  be  forwarded  to  the  regional 
regulatory  administrator. 

(b)  In  the  case  of  a  prepayment  of  tax 
by  EFT  as  provided  in  §§240.594(b)  and 


240.595,  the  proprietor  shall  (1)  follow 
the  procedures  as  stated  in  paragraphs 
(a)  and  (c)  of  this  section,  except  that 
Form  2052  shall  be  delivered  to  the 
director  of  the  service  center;  and,  at  the 
same  time,  a  copy  shall  be  forwarded  to 
the  regional  regulatory  administrator; 
and  (2)  direct  his  bank  to  effect  an 
electronic  fund  transfer  message. 

(c)  Form  2052  will  be  serially 
numbered  by  the  proprietor, 
commencing  with  “1”  on  January  1  of 
each  year.  Form  2052  shall  be  executed 
by  the  proprietor  under  penalties  of 
perjury.  Credit  for  the  amount  prepaid 
on  Form  2052  will  be  taken  on  the  tax 
return.  Form  2050,  covering  all  removals 
for  consumption  or  sale  for  the  period 
covered  by  the  return. 

PART  245— BEER 

1.  The  table  of  sections  to  27  CFR  Part 
245  would  be  amended  as  shown  below: 

*  *  *  *  * 

Subpart  N— Tax  on  Beer 

***** 

Sec. 

245.112  Method  of  tax  payment. 
***** 

245.117  Semimonthly  return. 

245.117a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

245.117b  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice. 

245.117c  Brewer  in  default;  tax  to  be 
prepaid. 

245.117(1  Prepayment  of  tax. 

245.117e  Employer  identification  number. 
245.117f  Application  for  employer 
identification  number. 

245.117g  Execution  of  Form  SS-4. 
***** 

2.  In  §  245.5  the  following  terms  would 
be  added  and  inserted  in  alphabetical 
order: 

§  245.5  Meaning  of  terms. 

***** 

Authorized  commercial  bank.  A  bank 
which  maintains  an  account  at  a  Federal 
Reserve  bank  and  which  utilizes  the 
Federal  Reserve  Communications 
System  (FRCS). 

Bank.  A  Federal  Reserve  bank,  an 
authorized  commercial  bank,  or  a 
nonmember  clearing  Lank. 

Banking  day.  Any  day  during  which  a 
bank  is  open  to  the  public  for  carrying 
on  substantially  all  its  banking 
functions. 

***** 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  than  a 
transaction  originated  by  check,  draft,  or 
similar  paper  instrument,  which  is 
initiated  through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 


Federal  Register  /  Vol.  45,  No.  Ill  /  Friday,  June  6,  1980  /  Proposed  Rules 


38265 


authorize  a  bank  to  transfer  funds  from 
a  taxpayer’s  account  to  the  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

Federal  Reserve  bank.  District  and 
Branch  Banks  of  the  Federal  Reserve 
System. 

Fiscal  year.  The  period  which  begins 
October  1  and  ends  on  the  following 
September  30. 

***** 

Government  depositaries.  Federal 
Reserve  banks  and  general  depositaries. 
The  term  “general  depositaries”  means 
commercial  banks  which  have  been 
specifically  authorized  by  the  Treasury 
Department  to  maintain  a  demand 
account  in  the  name  of  the  U.S.  Treasury 
entitled,  “Treasury’s  General  Account”, 
for  the  purpose  of  accepting  deposit'’  for 
credit  in  that  account. 

November  clearing  bank.  A  bank,  not 
a  member  of  the  Federal  Reserve 
System,  which  maintains  with  a  Federal 
Reserve  bank  the  balance  referred  to  in 
the  first  paragraph  of  section  13  of  the 
Federal  Reserve  Act  (12  U.S.C.  342),  and 
any  corporation  which  maintains  an 
account  with  a  Federal  Reserve  bank  in 
conformity  with  the  requirements  of  12 
CFR  Part  211. 

***** 

Service  center.  An  Internal  Revenue 
Service  Center  in  any  of  the  Internal 
Revenue  regions. 

***** 

Treasury’s  Account.  The  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

3.  Section  245.112  would  be  amended 
to  read  as  follows: 

§  245.1 12  Method  of  tax  payment. 

The  tax  on  beer  shall  be  paid  by 
return  on  Form  2034,  as  provided  in 
§§  245.117,  245.117a,  245.117c,  and 
245.117d.  The  tax  shall  be  paid  by 
remittance  at  the  time  the  tax  return  is 
rendered.  The  remittance  shall  be  made 
in  cash,  by  check  or  money  order  made 
payable  to  the  “Internal  Revenue 
Service”,  or  shall  be  delivered  by 
electronic  fund  transfer  message  to  a 
Government  depositary.*  *  * 

(Aug.  16, 1954,  ch.  736,  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302);  Aug.  16, 1954,  ch. 
736,  68A  Stat.  777  (26  U.S.C.  6311);  sec.  201, 
Pub.  L.  85-859,  72  Stat.  1335  (26  U.S.C.  5061)) 

§  245.117a  [Redesignated] 

4.  Existing  §  245.117a  would  be 
redesignated  as  §  245.117  and  would  be 
amended  by  changing  in  paragraph  (a) 
the  section  citation  “§  245.117c”  to  read 
“§  245.117d”  and  by  changing  in 
paragraph  (e)  the  prepositional  phrase. 


“with  remittance”  to  read  “,  and 
remittance  as  required  by  §  245.117  or 
§  245.117a,”.  Moreover,  paragraph  (f) 
would  be  revised  to  read  as  follows; 

§  245. 1 1 7  Semimonthly  return. 

***** 

(f)  Timely  filing.  (1)  When  the  brewer 
sends  the  semimonthly  return,  with 
remittance  as  required  by  this  section  to 
the  office  of  the  district  director  or. 
without  remittance  as  required  by 
§  245.117a  to  the-director  of  the  service 
center,  by  U.S.  mail,  the  date  of  the 
official  postmark  of  the  U.S.  Postal 
Service  stamped  on  the  cover  in  which 
the  return  was  mailed  shall  be 
considered  the  date  of  delivery  of  the 
return  and,  if  accompanied,  the 
remittance.  When  the  postmark  on  the 
cover  is  illegible,  the  brewer  shall  prove 
when  the  postmark  was  made. 

(2)  When  the  brewer  sends  the 
semimonthly  return,  with  remittance 
required  by  §  245.117  or  without 
remittance  as  required  by  §  245.117a,  by 
registered  mail,  the  date  of  the  registry, 
or  the  date  of  the  postmark  on  the 
sender’s  receipt  of  certified  mail,  shall 
be  treated  as  the  date  of  delivery  of  the 
return  and,  if  accompanied,  the 
remittance. 

(Aug.  16, 1954,  ch.  736,  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302);  sec.  201,  Pub.  L.  85- 
859,  72  Stat.  1335  (26  U.S.C.  5061)) 

5.  A  new  §  245.117a  would  be  added, 
to  read  as  follows: 

§  245. 1 1 7a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

(a)  General.  Except  as  proyided  in  this 
section,  notwithstanding  any  provisions 
of  §  245.117,  a  brewer  who  pays  an 
amount  of  five  million  dollars  or  more  in 
excise  taxes  on  beer  during  a  fiscal  year 
shall  use  a  Federal  Reserve  bank, 
authorized  commercial  bank,  or 
nonmember  clearing  bank  in  making 
payment  of  the  tax  for  the  succeeding 
fiscal  year.  For  purposes  of  this  section, 
the  dollar  amount  of  payments  is 
defined  as  the  net  amount  of  taxes  due 
and  payable  on  returns  required  to  be 
filed  in  the  fiscal  year  after  any 
authorized  credits. 

(b)  Requirements.  (1)  On  or  before 
October  10  of  each  fiscal  year,  each 
brewer  who  paid  an  amount  of  five 
million  dollars  or  more  in  excise  taxes  in 
the  previous  fiscal  year  shall  notify  the 
regional  regulatory  administrator,  in 
writing,  of  that  fact  and  that  the 
remittances  for  the  current  fiscal  year 
shall  be  delivered  by  electronic  fund 
transfer. 

(2)  The  brewer  shall,  for  each  return 
period,  direct  his  bank  to  send  an 
electronic  fund  transfer  message,  as 
provided  in  §  245.117b,  to  the  Treasury’s 


Account.  The  request  shall  be  made  to 
the  bank  early  enough  for  the  transfer  to 
be  effected  to  the  Treasury’s  Account  by 
ro  later  than  the  close  of  the  last  full 
calendar  day  of  the  return  period 
succeeding  that  period.  The  request 
shall  take  into  account  any  time  limit 
established  by  the  bank. 

(3)  If  a  brewer  paid  less  than  five 
million  dollars  by  EFT  in  the  preceding 
fi  scal  year,  he  may  choose  either  to 
continue  remitting  the  tax  as  provided  in 
paragraph  (a)  of  this  section  or  to  remit 
the  tax  with  the  return  as  prescribed  in 
§  245.117.  During  the  first  return  period 
in  which  the  brewer  chooses  to 
discontinue  delivering  his  remittance  by 
EFT  and  to  begin  sending  his  remittance 
with  the  tax  return  to  the  district 
director,  the  brewer  shall  notify  the 
director  of  the  service  center  and  the 
regional  regulatory  administrator  by 
filing  an  information  return  on  Form 
2034  (5130.7),  showing  that  no  taxes  are 
due  by  EFT,  because  the  amount  of 
taxes  during  the  preceding  fiscal  year 
was  less  than  five  million  dollars  and 
that  the  tax  return,  accompanied  by 
remittance,  shall  be  filed  with  the 
district  director. 

(c)  Remittance.  (1)  The  brewer  shall 
direct  his  bank  to  effect  an  electronic 
fund  transfer  message  as  required  by 
paragraph  (b)(2)  of  this  section.  The 
brewer  will  be  furnished,  through 
normal  banking  procedures,  with 
transfer  data  which  will  serve  as  his 
record  of  payment  and  which  shall  be 
retained  as  part  of  his  records. 

(2)  Each  brewer  shall  show  on  the 
return,  Form  2034  (5130.7),  required 
under  §  245.117,  information  regarding 
EFT  made  for  that  return  period. 

(3)  Remittances  shall  be  considered  as 
made  on  the  date  of  the  transfer  is 
received  by  a  Government  depositary 
for  the  Treasury’s  Account. 

(d)  Failure  to  request  an  electronic 
fund  transfer  message.  For  provisions 
relating  to  the  penalty  for  failure  to 
request  an  electronic  fund  transfer 
message  within  the  prescribed  time,  see 
the  provisions  in  2G  U.S.C.  6656. 

(e)  Extension  of  time  for  paying  tax. 

No  extension  of  time  will  be  granted  for 
payment  of  any  of  the  taxes  to  which  the 
requirements  in  this  section  have 
application. 

(0  Other  cross  references.  For 
regulations  governing  the  handling  of 
any  transfer  of  funds  for  the  payment  of 
tax  by  Government  depositaries  and 
requests  for  such  transfers,  see  12  CFR 
Part  210,  Subpart  B,  and  12  CFR  Part  205 
(Federal  Reserve  System  regulations  on 
transfers  of  funds). 

(Aug.  16, 1954.  ch.  736,  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302);  sec.  101(j)(37),  Pub. 
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L.  91-172.  83  Stat.  530,  as  amended  (26  U.S.C. 
6161(a)(1))) 

§  245.117b  [Redesignated] 

6.  Existing  §  245.117b  would  be 
redesignated  as  §  245.117c  and  would  be 
revised  to  read  as  follows: 

§  245.1 17c  Brewer  in  default;  tax  to  be 
prepaid. 

Where  a  remittance  in  payment  of 
taxes  on  beer  is  not  paid  on  resentment 
of  check  or  money  order  tendered,  or 
where  the  brewer  is  otherwise  in  default 
in  payment  of  tax  under  §  245.117  or 
§  245.117a,  no  beer  shall  be  removed  for 
consumption  or  sale  or  taken  from  the 
brewery  for  removal  for  consumption  or 
sale  until  the  tax  has  been  prepaid  as 
provided  in  §  245.117d.  The  brewer  shall 
continue  to  prepay  during  the  time  that 
he  is  in  default  and  thereafter  until  the 
regional  regulatory  administrator  finds 
the  revenue  will  not  be  jeopardized  by 
deferred  payment  of  tax  under  the 
provisions  of  this  subpart.  Any 
remittance  made  which  the  brewer  is 
required  to  prepay  under  this  section 
shall  be  in  cash,  in  the  form  of  a 
certified,  cashier  or  treasurer's  check 
drawn  on  any  bank  or  trust  company 
incorporated  under  the  laws  of  any 
State  or  possession  of  the  United  States, 
or  in  the  form  of  a  money  order,  as 
provided  in  26  CFR  301.6311-1,  or  shall 
be  delivered  in  the  form  of  an  electronic 
fund  transfer  message  as  provided  by 
§§  245.117a  and  245.117b. 

7.  A  new  §  245.117b  would  be  added 
to  read  as  follows: 

§  245. 117b  ATF  Form  (Pending)— 
Electronic  Fund  Transfer  Notice. 

(a)  Not  later  than  15  days  after  the 
beginning  of  a  fiscal  year,  the  regional 
regulatory  administrator  will  issue 
payment  instructions  and  information 
on  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice,  to  the  brewer  on 
how  to  transmit  tax  payments  directly 
or  through  a  correspondent  bank  to  the 
Federal  Reserve  Bank  of  New  York.  The 
brewer  shall  follow  the  payment 
instructions  and  communicate  this 
information  to  the  bank  sending  the 
electronic  fund  transfer  messages. 

(b)  ATF  Form  (Pending)  will  be 
prepared  in  quadruplicate  by  the  ATF 
regional  office.  A  copy  will  be  retained 
by  the  ATF  regional  office,  a  copy  will 
be  forwarded  to  the  director  of  the 
service  center,  and  the  original  plus  one 
copy  will  be  forwarded  by  certified  or 
registered  mail  to  the  brewer.  The 
brewer  shall  retain  the  original  and 
furnish  the  copy  to  the  bank  sending  the 
electronic  fund  transfer  messages. 


§  245. 117c  [  Redesignated  ] 

8.  Existing  §  245.117c  would  be 
redesignated  as  §  245.117d  and  would  be 
revised  to  read  as  follows: 

§  245. 117c  Prepament  of  tax. 

(a)  General.  When  a  brewer  is 
required  to  prepay  tax  under  §  245.117c, 
or  when  the  penal  sum  of  the  bond(s), 
Form  1566,  is  insufficient  for  deferral  of 
payment  of  tax  on  beer  to  be  removed 
for  consumption  or  sale,  or  when  a 
brewer  is  not  entitled  to  defer  the  tax 
under  the  provisions  of  this  subpart,  the 
brewer  shall  prepay  the  tax  before  any 
beer  is  removed  for  consumption  or  sale, 
or  taken  out  of  the  brewery  for  removal 
for  consumption  or  sale. 

(b)  Method  of  prepayment.  (1) 
Prepayment  shall  be  made  by 
forwarding  or  delivering  to  the  district 
director  a  tax  return,  Form  2034  (5130.7), 
with  remittance,  covering  the  tax  on 
beer.  The  word  “Prepayment"  shall  be 
prefixed  to  the  title  of  die  return.  For  the 
purposes  of  complying  with  this 
paragraph,  the  term  "forwarding"  means 
depositing  in  the  U.S.  mail,  properly 
addressed  to  the  district  director. 

(2)  However,  if  a  brewer  is  required 
by  §  245.117a  to  deliver  payment  of  tax 
by  electronic  fund  transfer,  the  brewer 
shall  prepay  the  tax  before  any  beer  can 
be  removed  for  consumption  or  sale  by 
completing  the  return  and  by  mailing  it, 
as  instructed  on  the  return,  to  the 
director  of  the  service  center  and  to  the 
regional  regulatory  administrator.  The 
brewer  shall  direct  his  bank  to  effect  an 
electronic  fund  transfer  message. 

(Aug.  16, 1954,  cht  736,  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302);  Aug.  16, 1954,  ch. 
736,  68A  Stat.  777  (26  U.S.C.  6311);  sec.  201, 
Pub.  L.  85-859,  72  Stat.  1335  (26  U.S.C.  5061)) 

§  245.1 17d-245.117f  [Redesignated] 

9.  Existing  §  §  245.117d,  245.117e,  and 
245.117f  would  be  redesignated  as 

§§  245.117e,  245.117f,  and  245.117g, 
respectively. 

10.  Section  245.227  would  be  revised 
to  read  as  follows: 

§  245.227  Beer  tax  return;  Form  2034 

(5130.7) . 

All  entries  in  the  return,  Form  2034 

(5130.7) ,  shall  be  fully  supported  by 
accurate  and  complete  records.  The 
brewer  shall  file  the  copy  returned  to 
him  by  the  director  of  the  service  center 
as  a  part  of  his  records  at  the  brewery. 

(Sec.  201,  Pub.  L.  85-859,  72  Stat.  1335, 1390, 
1395  (26  U.S.C.  5061,  5415,  5555)) 


PART  250— LIQUORS  AND  ARTICLES 
FROM  PUERTO  RICO  AND  THE  VIRGIN 
ISLANDS 

1.  In  the  table  of  sections  to  27  CFR 
Part  250  §§  250.112b  and  250.112c  be 
added  to  read  as  follows: 
***** 

Subpart  E— Tax  Payment  of  Liquors  and 
Articles  in  Puerto  Rico 

Sec. 

***** 

Payment  of  Tax  by  Return 
***** 

250.112b  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

250.112c  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice. 
***** 

2.  Section  250.11  would  be  amended 
by  adding  the  following  new  terms  in 
alphabetical  order: 

§  250. 1 1  Meaning  of  terms. 

***** 

Authorized  commercial  bank.  A  bank 
which  maintains  an  account  at  a  Federal 
Reserve  bank  and  which  utilizes  the 
Federal  Reserve  Communications 
System  (FRCS). 

Bank.  A  Federal  Reserve  bank,  an 
authorized  commercial  bank,  or  a 
nonmember  clearing  bank. 

Banking  day.  Any  day  during  which  a 
bank  is  open  to  the  public  for  carrying 
on  substantially  all  its  banking 
functions. 

****** 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  than  a 
transaction  originated  by  check,  draft,  or 
similar  paper  instrument,  which  is 
initiated  through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 
authorize  a  bank  to  transfer  funds  from 
taxpayer’s  account  to  the  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

Federal  Reserve  bank.  District  and 
Branch  Banks  of  the  Federal  Reserve 
System. 

Fiscal  year.  The  period  which  begins 
October  1  and  ends  on  the  following 
September  30. 

***** 

Government  depositaries.  Federal 
Reserve  banks  and  general  depositaries. 
The  term  “general  depositaries’’  means 
commercial  banks  which  have  been 
specifically  authorized  by  the  Treasurey 
Department  to  maintain  a  demand 
account  in  the  name  of  the  U.S.  Treasury 
entitled,  "Treasury’s  General  Account", 
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for  the  purpose  of  accepting  deposits  for 
credit  in  that  account. 

*  *  *  *  * 

Nonmember  clearing  bank.  A  bank, 
not  a  member  of  the  Federal  Reserve 
System,  which  maintains  with  a  Federal 
Reserve  bank  the  balance  referred  to  in 
the  first  paragraph  of  section  13  of  the 
Federal  Reserve  Act  (12  U.S.C.  342),  and 
any  corporation  which  maintains  an 
account  with  a  Federal  Reserve  bank  in 
conformity  with  the  requirements  of  12 
CFR  Part  211. 

***** 

Service  center.  An  Internal  Revenue 
Service  Center  in  any  of  the  Internal 
Revenue  regions. 

***** 

Treasury's  Account.  The  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
N'ew  York. 

***** 

3.  L'  §  250.112  paragraph  (e)  would  be 
amended  to  read  as  follows: 

§  250. 1  1  2  Taxes  to  be  collected  by  returns 
tor  semimonthly  periods. 

***** 

(e)  Filing.  The  original  and  two  copies 
of  returns  on  Forms  5110.52,  2927,  or 
2929,  with  remittance  covering  the  full 
amount  of  the  tax,  shall  be  filed  with  the 
Officer-in-Charge  not  later  than  the  last 
day  for  filing  as  prescribed  by  paragraph 
(f)  or  (g)  of  this  section.  The  tax  shall  be 
paid  in  full  by  remittance  at  the  time  the 
return  is  rendered.  The  remittance  shall 
be  made  in  cash,  by  check  or  money 
order  made  payable  to  the  “Internal 
Revenue  Service”,  accompanying  the 
return,  or  shall  be  delivered  by 
electronic  fund  transfer  to  a  Government 
depositary.  Where  the  return  and 
remittance  are  delivered  by  U.S.  mail  to 
the  office  of  the  Officer-in-Charge,  the 
date  of  the  official  postmark  of  the  U.S. 
Postal  Service  stamped  on  the  cover  in 
which  the  return  and  remittance  were 
mailed  shall  be  deemed  to  be  the  date  of 
delivery.  If  the  last  day  for  filing  a  return 
under  this  paragraph  falls  on  a 
Saturday,  Sunday,  or  legal  holiday  in  the 
District  of  Columbia  or  in  the 
Commonwealth  of  Puerto  Rico,  the  filing 
of  such  return  and  remittance  shall  be 
considered  timely  if  accomplished  on 
the  next  succeeding  day  which  is  not  a 
Saturday.  Sunday  or  such  legal  holiday. 
***** 

4.  Sections  250.112b  and  250.112c 
would  be  added  to  read  as  follows: 

§  250.1 12b  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

(a)  General.  Except  as  provided  in  this 
section,  notwithstanding  any  provisions 
of  §250.112,  a  proprietor  who  pays  an 
amount  of  five  million  dollars  or  more  in 


excise  taxes  during  a  fiscal  year  shall 
use  a  Federal  Reserve  bank,  authorized 
commercial  bank,  or  nonmember 
clearing  bank  in  making  payment  of  the 
tax  on  distilled  spirits,  wine,  and  beer 
for  the  succeeding  fiscal  year.  For 
purposes  of  this  section,  the  dollar 
amount  of  payments  is  defined  as  the 
net  amount  of  taxes  due  and  payable  on 
returns  required  to  be  filed  in  the  fiscal 
year  after  any  authorized  credits. 

(b)  Requirements.  (1)  On  or  before 
October  10  of  each  fiscal  year,  each 
proprietor  who  paid  an  amount  of  five 
million  dollars  or  more  in  excise  taxes  in 
the  previous  fiscal  year  shall  notify  the 
regional  regulatory  administrator,  in 
writing,  of  that  fact  and  that  the 
remittances  for  the  current  fiscal  year 
will  be  delivered  by  electronic  fund 
transfer. 

(2)  The  proprietor  shall,  for  each 
return  period,  direct  his  bank  to  send  an 
electronic  fund  transfer  message,  as 
provided  in  §  250.112c,  to  the  Treasury's 
Account.  The  request  shall  be  made  to 
the  bank  early  enough  for  the  transfer  to 
be  effected  to  the  Treasury’s  Account  by 
no  later  than  the  third  business  day  next 
succeeding  the  last  day  of  the  return 
period.  The  request  shall  take  into 
account  any  time  limit  established  by 
the  bank.  However,  a  proprietor  who  is 
qualified  for  extended  deferral,  as 
provided  in  §  250.112a,  shall  file  returns 
and  send  remittances  by  electronic  fund 
transfer,  for  each  return  period,  not  later 
than  the  last  day  of  the  next  succeeding 
return  period. 

(3)  If  a  proprietor  paid  less  than  five 
million  dollars  by  EFT  in  the  preceding 
fiscal  year,  he  may  choose  either  to 
continue  remitting  the  tax  as  provided 
as  paragraph  (a)  of  this  section  or  to 
remit  the  tax  with  the  return  as 
prescribed  by  §  250.112.  During  the  first 
return  period  in  which  the  proprietor 
chooses  to  discountinue  delivering  this 
remittance  by  EFT  and  to  begin  sending 
his  remittance  with  the  tax  return  to  the 
district  director,  the  proprietor  shall 
notify  the  director  of  the  service  center 
and  the  regional  regulatory  adminstrator 
by  filing  an  information  return  on  Form 
5110.52,  2927,  or  2929,  showing  that  no 
taxes  are  due  by  EFT,  because  the 
amount  of  taxes  during  the  preceding 
fiscal  year  was  less  than  five  million 
dollars  and  that  the  tax  return, 
accompanied  by  remittance,  shall.be 
filed  with  the  district  director. 

(c)  Remittances.  (1)  The  proprietor 
shall  direct  his  bank  to  effect  an 
electronic  fund  transfer  message  as 
required  by  paragraph  (b)(2)  of  this 
section.  The  proprietor  will  be  furnished, 
through  normal  banking  procedures, 
with  transfer  data  which  will  serve  as 


his  record  of  payment  and  which  shall 
be  retained  as  part  of  his  records. 

(2)  Each  proprietor  shall  show  on  the 
return.  Form  5110.52,  2927,  or  2929, 
required  under  §  250.112.  inforamtion 
regarding  EFT  made  for  that  tax  period. 

(3)  Remittances  shall  be  considered  as 
made  on  the  date  the  electronic  fund 
transfer  is  received  by  a  Government 
depository  for  the  Treasury’s  Account. 

(d)  Failure  to  request  an  electronic 
fund  transfer  message.  For  provisions 
relating  to  the  penalty  for  failure  to 
request  an  electronic  fund  within  the 
presecribed  time,  see  the  provisions  of 
26  U.S.C.  6656. 

(e)  Extension  of  time  for  paying  tax. 

No  extension  of  time  will  be  granted  for 
payment  of  any  of  the  taxes  to  which  the 
requirements  in  this  section  have 
application. 

(f)  Other  cross  references.  For 
regulations  governing  the  handling  of 
.any  transfer  of  funds  for  the  payment  of 
tax  by  Government  depositaries  and 
requests  for  such  transfers,  see  12  CFR 
Part  210,  Subpart  B,  and  12  CFR  Part  205 
(Federal  Reserve  System  regulations  on 
transfers  of  funds). 

(Aug.  16,  1954,  ch.  736.  68A  Stat.  775,  as 
amended  (26  U.S.C.  6302):  sec.  101(j)(37),  Pub. 
L.  91-172,  83  Stat.  530.  as  amended  (26  U.S.C. 
6161(a)(1))) 

§  250. 1 1 2c  ATF  Form  (Pending)— 
Electronic  Fund  Transfer  Notice. 

(a)  Not  later  than  15  days  after  the 
beginning  of  a  fiscal  year,  the  regional 
regulatory  administrator  will  issue 
payment  instructions  and  information 
on  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice,  to  the  Puerto 
Rican  proprietors  on  how  to  transmit  tax 
payments  directly  or  through  a 
correspondent  bank  to  the  Federal 
Reserve  Bank  of  New  York.  The 
proprietor  shall  follow  the  payment 
instructions  and  communicate  this 
information  to  the  bank  sending  the 
electronic  fund  transfer  messages. 

(b)  ATF  Form  (Pending)  will  be 
prepared  in  quintuplicate  by  the  ATF 
regional  office.  A  copy  will  be  retained 
by  the  ATF  regional  office,  a  copy  will 
be  forwarded  to  the  Officer-in-Charge, 
and  to  the  director  of  the  service  center, 
and  the  original  plus  one  copy  will  be 
forwarded  by  certified  or  registered  mail 
to  the  proprietor.  The  proprietor  shall 
retain  the  original  and  furnish  the  copy 
to  the  bank  sending  the  electronic  fund 
transfer  messages. 

§250.113  [Amended) 

5.  Section  250.113  would  be  amended 
by  revising  paragraph  (b)  to  read  as 
follows: 
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§  250. 1 1 3  Returns  for  prepayment  of 
taxes. 

***** 

(b)  Remittances.  Remittances 
submitted  to  cover  prepayment  of  taxes 
under  this  subpart  shall  be  in  cash,  U.S. 
postal  money  orders,  certified  checks, 
cashier’s  checks,  or  be  delivered  by 
electronic  fund  transfer. 
***** 

PART  270-MANUFACTURE  OF 
CIGARS  AND  CIGARETTES 

1.  In  the  table  of  sections  to  27  CFR 
Part  270  §§  270.165a  and  270.165b  would 
be  added  to  read  as  follows: 
***** 

Subpart  H— Operations  by  Manufacturers 

***** 

Sec. 

270.165a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

270.165b  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice. 
***** 

2.  In  §  270.11  the  following  terms 
would  be  added  in  alphabetical  order: 

§  270. 1 1  Meaning  of  terms. 

***** 

Authorized  commercial  bank.  A  bank 
which  maintains  an  account  at  a  Federal 
Reserve  bank  and  which  utilizes  the 
Federal  Reserve  Communications 
System  (FRCS). 

Bank.  A  Federal  Reserve  bank,  an 
authorized  commercial  bank,  or  a 
nonmember  clearing  bank. 

Banking  day.  Any  day  during  which  a 
bank  is  open  to  the  public  for  carrying 
on  substantially  all  its  banking 
functions. 

***** 

Director  of  the  service  center.  The 
Director,  Internal  Revenue  Service 
Center,  in  any  of  the  Internal  Revenue 
regions. 

***** 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  than  a 
transaction  originated  by  check,  draft,  or 
similar  paper  instrument,  which  is 
initiated  through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 
authorize  a  bank  to  transfer  funds  from 
a  taxpayer’s  account  to  the  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

Federal  Reserve  bank.  District  and 
Branch  Banks  of  the  Federal  Reserve 
System. 

Fiscal  year.  The  period  which  begins 
October  1  and  ends  on  the  following 
September  30. 

*  *  *  *  * 


Government  depositaries.  Federal 
Reserve  banks  and  general  depositaries. 
The  term  “general  depositaries”  means 
commercial  banks  which  have  been 
specifically  authorized  by  the  Treasury 
Department  to  maintain  a  demand 
account  in  the  name  of  the  U.S.  Treasury 
entitled,  “Treasury’s  General  Account”, 
for  the  purpose  of  accepting  deposits  for 
credit  in  that  account. 
***** 

Nonmember  clearing  bank.  A  bank, 
not  a  member  of  the  Federal  Reserve 
System,  which  maintains  with  a  Federal 
Reserve  bank  the  balance  referred  to  in 
the  first  paragraph  of  section  13  of  the 
Federal  Reserve  Act  (12  U.S.C.  342),  and 
any  corporation  which  maintains  an 
account  with  a  Federal  Reserve  bank  in 
conformity  with  the  requirements  of  12 
CFR  Part  211. 

***** 

Service  center.  An  Internal  Revenue 
Service  Center  in  any  of  the  Internal 
Revenue  regions. 

***** 

Treasury’s  Account.  The  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

***** 

3.  In  §  270.162  paragraph  (a)  would  be 
amended  to  read  as  follows: 

§  270.162  Semimonthly  tax  return. 

(a)  Requirement  for  filing.  Every 
manufacturer  of  tobacco  products  shall 
file,  for  each  of  his  factories,  a 
semimonthly  tax  return  on  Form  3071  for 
each  return  period,  including  any  period 
during  which  a  manufacturer  begins  or 
discontinues  business.  Except  when  the 
tax  is  paid  by  EFT,  the  return  shall  be 
filed,  in  triplicate,  with  the  district 
director  of  the  internal  revenue  district 
in  which  the  factory  is  located.  When 
the  tax  is  paid  by  EFT,  the  return  shall 
be  filed,  in  triplicate,  with  the  director  of 
the  service  center  serving  the  factory 
location;  and  a  copy  shall  be  sent  to  the 
regional  regulatory  administrator.  The 
manufacturer  shall  file  the  return  at  the 
time  specified  in  §  270.165  regardless  of 
whether  cigars  or  cigarettes  are 
removed  or  whether  tax  is  due  for  that 
particular  return  period.  However, 
where  the  manufacturer  requests  by 
letter,  in  duplicate,  and  the  regional 
regulatory  administrator  grants  specific 
authorization,  the  manufacturer  need 
not  during  the  term  of  such 
authorization  file  a  tax  return  for  any 
period  for  which  tax  is  not  due  or 
payable.  The  manufacturer  shall  retain 
the  receipted  copy  of  each  tax  return 
transmitted  to  him  by  the  district 
director  or  the  director  of  the  service 
center.  •• 

*  *  *  *  *; 


4.  Sections  270.165a  and  270.165b 
would  be  added  to  read  as  follows: 

§  270.165a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

(a)  General.  Except  as  provided  in  this 
section,  notwithstanding  any  provisions 
of  §  270.168,  a  manufacturer  of  tobacco 
products  who  pays  an  amount  of  five 
million  dollars  or  more  in  tobacco 
products  excise  taxes  for  his  factory 
during  a  fiscal  year  shall  use  a  Federal 
Reserve  bank,  authorized  commercial 
bank,  or  nonmember  clearing  bank  in 
making  payment  of  the  tax  on  cigars  and 
cigarettes  for  the  next  succeeding  fiscal 
year.  For  purposes  of  this  section,  the 
dollar  amount  of  payments  is  defined  as 
the  net  amount  of  taxes  due  and  payable 
on  returns  required  to  be  Filed  in  the 
fiscal  year  after  any  authorized  credits. 

(b)  Requirements.  (1)  On  or  before 
October  10  of  each  fiscal  year,  each 
manufacturer  who  paid  an  amount  of 
five  million  dollars  or  more  in  tobacco 
products  excise  taxes  in  the  previous 
fiscal  year  shall  notify  the  regional 
regulatory  administrator,  in  writing,  of 
that  fact  and  that  the  remittances  for  the 
current  fiscal  year  will  be  delivered  by 
electronic  fund  transfer. 

(2)  The  manufacturer  shall,  for  each 
return  period,  direct  his  bank  to  send  an 
electronic  fund  transfer  message  as 
provided  in  §  270.165b,  to  the  Treasury’s 
Account.  The  request  shall  be  made  to 
the  bank  early  enough  for  the  transfer  to 
be  effected  to  the  Treasury’s  Account  by 
no  later  than  the  close  of  the  third 
business  day  following  the  last  day  of 
each  return  period.  The  request  shall 
also  take  into  account  any  time  limit 
established  by  the  bank.  However,  a 
manufacturer  who  is  qualified  for 
extended  deferral,  as  provided  in 

§  270.165(b),  shall  file  returns  and  send 
remittances  by  electronic  fund  transfer, 
for  each  return  period,  not  later  than  the 
last  day  of  the  next  succeeding  return 
period. 

(3)  If  a  manufacturer  paid  less  than 
five  million  dollars  by  EFT  in  the 
preceding  fiscal  year,  he  may  choose 
either  to  continue  remitting  the  tax  as 
provided  in  paragraph  (a)  of  this  section 
or  to  remit  the  tax  with  the  return  as 
prescribed  by  §  270.168.  During  the  first 
return  period  in  which  the  manufacturer 
chooses  to  discontinue  delivering  his 
remittance  by  EFT  and  to  begin  sending 
his  remittance  with  the  tax  return  to  the 
district  director,  the  manufacturer  shall 
notify  the  director  of  the  service  center 
and  the  regional  regulatory 
administrator  by  filing  an  information 
return  on  Form  3071,  showing  that  no 
taxes  are  due  by  EFT,  because  the 
amount  of  taxes  during  the  preceding 
fiscal  year  was  less  than  five  million 
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dollars  and  that  the  tax  return, 
accompanied  by  remittance,  shall  be 
filed  with  the  district  director. 

(c)  Remittance.  The  manufacturer 
shall  direct  his  bank  to  effect  an 
electronic  fund  transfer  message  as 
required  by  paragraph  (b)(2)  of  this 
section.  The  manufacturer  will  be 
furnished,  through  normal  banking 
procedures,  with  transfer  data  which 
will  serve  as  his  record  of  payment  and 
which  shall  be  retained  as  part  of  his 
records. 

(2)  Each  manufacturer  shall  show  on 
the  return.  Form  3071,  required  under 

§  270.162  information  regarding  EFT 
made  for  that  return  period. 

(3)  Remittances  shall  be  considered  as 
made  on  the  date  the  electronic  fund 
transfer  is  received  by  a  Government 
depositary  for  the  Treasury’s  Account. 

(d)  Failure  to  request  an  electronic 
fund  transfer  message.  For  provisions 
relating  to  the  penalty  for  failure  to 
request  an  electronic  fund  transfer 
message  within  the  prescribed  time,  see 
the  provisions  of  26  U.S.C.  6656. 

(e)  Extension  of  time  for  paying  tax. 

No  extension  of  time  will  be  granted  for 
payment  of  any  of  the  taxes  to  which  the 
requirements  in  this  section  have 
application. 

(f)  Other  cross  references.  For 
regulations  governing  the  handling  of 
any  transfer  of  funds  for  the  payment  of 
tax  by  Government  depositaries  and 
requests  for  such  transfers,  see  12  CFR 
Part  120,  Subpart  B,  and  12  CFR  Part  205 
(Federal  Reserve  System  regulations  on 
transfers  of  funds). 

(Aug.  16. 1954.  ch.  736.  68A  Stat.  775.  as 
amended  (26  U.S.C.  6302);  sec  101(j)(37).  Pub. 
L.  91-172.  83  Stat.  530.  as  amended  (26  U.S.C. 
6161(a)(1))) 

§  270.165b  ATF  Form  (Pending)— 
Electronic  Fund  Transfer  Notice. 

(a)  Not  later  than  15  days  after  the 
beginning  of  a  fiscal  year,  the  regional 
regulatory  administrator  will  issue 
payment  instructions  and  information 
on  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice,  to  the 
manufacturer  of  tobacco  products  on 
how  to  transmit  tax  payments  directly 
or  through  a  correspondent  bank  to  the 
Federal  Reserve  Bank  of  New  York.  The 
manufacturer  shall  follow  the  payment 
instructions  and  communicate  this 
information  to  the  bank  sending  the 
electronic  fund  transfer  messages. 

(b)  ATF  Form  (Pending)  will  be 
prepared  in  quadruplicate  by  the  ATF 
regional  office.  A  copy  will  be  retained 
by  the  ATF  regional  office,  a  copy  will 
be  forwarded  to  the  director  of  the 
service  center  and  the  original  plus  one 
copy  will  be  forwarded  by  certified  or 
registered  mail  to  the  manufacturer.  The 


manufacturer  shall  retain  the  original 
and  furnish  the  copy  to  the  bank  sending 
the  electronic  fund  transfer  messages. 

5.  Section  270.166  would  be  amended 
by  adding  to  the  end  the  following 
sentence  to  read  as  follows: 

§  270.166  Default,  prepayment  of  tax 
required. 

*  *  *  Any  remittance  made  during 
the  period  of  a  default  shall  be  in  cash, 
or  in  the  form  of  a  certified,  cashier  or 
treasurer’s  check  drawn  on  any  bank  or 
trust  company  incorporated  under  the 
laws  of  the  United  States,  or  under  the 
laws  of  any  State  or  possession  of  the 
United  States,  or  in  the  form  of  a  U.S. 
postal  money  order  or  other  money 
order,  as  defined  in  26  CFR  301.6311-1  or 
shall  be  delivered  in  the  form  of  an 
electronic  fund  transfer  message  as 
provided  in  §§  270.165a  and  270.165b. 

(Aug.  16. 1954.  ch.  736.  68A  Stat.  707  (26 
U.S.C.  5703):  Aug.  16. 1954.  ch.  736.  68A  Stat. 
777  (26  U.S.C.  6311)) 

6.  Section  270.167  would  be  amended 
by  (1)  redesignating  the  existing  text  of 
the  section  as  paragraph  (a),  (2)  adding  a 
new  paragraph  (b),  and  (3)  updating  the 
citation  of  authority  as  follows: 

§270.167  Prepayment  tax  return. 

(a)  *  *  * 

(b)  However,  if  a  manufacturer  is 
required  by  §  270.165a  to  deliver 
payment  of  tax  by  electronic  fund 
transfer,  the  manufacturer  shall  prepay 
the  tax  before  any  cigars  or  cigarettes 
can  be  removed  for  consumption  or  sale 
by  completing  the  return  and  mailing  it, 
as  instructed  on  the  return,  to  the 
director  of  the  service  center  and  to  the 
regional  regulatory  administrator.  The 
manufacturer  shall  direct  his  bank  to 
effect  an  electronic  fund  transfer 
message. 

(Sec.  202.  Pub.  L.  85-859,  68A  Stat.  1417  (26 
Stat.  U.S.C.  5703):  Sec.  202,  Pub.  L.  85-859.  72 
Stat.  1423.  as  amended  (26  U.S.C.  5741):  (Aug. 
16. 1954.  ch.  736,  68  Stat.  775.  as  amended  (26 
U.S.C.  6302)) 

7.  Section  270.168  would  be  revised  to 
read  as  follows: 

§  270. 168  Remittance  with  return. 

Except  when  EFT  has  been  made 
under  §  270.165a  for  the  full  amount  of 
tax  due,  the  tax  on  cigars  and  cigarettes 
shown  to  be  due  and  payable  on  any 
return  shall  be  paid  by  cash,  check,  or 
money  order.  Checks  and  money  orders 
shall  be  made  payable  to  the  “Internal 
Revenue  Service”. 

(Aug.  16.  1954,  ch.  736,  6BA  Stat.  707.  as 
amended  (26  U.S.C.  5703)) 


PART  275— IMPORTATION  OF 
CIGARS,  CIGARETTES,  AND 
CIGARETTE  PAPERS  AND  TUBES 

1.  In  the  table  of  sections  to  27  CFR 
Part  275  §§  275.115a  and  275.115b  would 
be  added  to  read  as  follows: 


Sec. 

275.115a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

275.115b  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice. 

Hr  Hr  Hr  Hr  Hr 

2.  In  §  275.11  the  following  terms 
would  be  added  in  alphabetical  order: 

§  275.11  Meaning  of  terms. 

★  :  *  Hr  *  Hr 

Authorized  commercial  bank.  A  bank 
which  maintains  an  account  at  a  Federal 
Reserve  bank  and  which  utilizes  the 
Federal  Reserve  Communications 
System  (FRCS). 

Bank.  A  Federal  Reserve  bank,  an 
authorized  commercial  bank,  or  a 
nonmember  clearing  bank. 

Banking  day.  Any  day  during  which  a 
bank  is  open  to  the  public  for  carrying 
on  substantially  all  its  banking 
functions. 

Director  of  the  service  center.  The 
Director,  Internal  Revenue  Service 
Center,  in  any  of  the  Internal  Revenue 
regions. 

Electronic  fund  transfer  or  EFT.  Any 
transfer  of  funds,  other  than  a 
transaction  originated  by  check,  draft,  or 
similar  paper  instrument,  which  is 
initiated  through  an  electronic  terminal, 
telephone  instrument,  or  computer  or 
magnetic  tape  so  as  to  order,  instruct,  or 
authorize  a  bank  to  transfer  funds  from 
a  taxpayer’s  account  to  the  Treasury’s 
Account  at  the  Federal  Reserve  Bank  of 
New  York. 

Federal  Reserve  bank.  District  and 
Branch  Banks  of  the  Federal  Reserve 
System. 

Fiscal  year.  The  period  which  begins 
October  1  and  ends  on  the  following 
September  30. 

Government  depositaries.  Federal 
Reserve  banks  and  general  depositaries. 
The  term  “general  depositaries"  means 
commercial  banks  which  have  been 
specifically  authorized  by  the  Treasury 
Department  to  maintain  a  demand 
account  in  the  name  of  the  U.S.  Treasury 
entitled.  “Treasury's  General  Account", 
for  the  purpose  of  accepting  deposits  for 
credit  in  that  account. 

Hr  ★  Hr  *  * 

Nonmember  clearing  bank.  A  bank, 
not  a  member  of  the  Federal  Reserve 
System,  which  maintains  with  a  Federal 
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Reserve  bank  the  balance  referred  to  in 
the  first  paragraph  of  section  13  of  the 
Federal  Reserve  Act  (12  U.S.C.  342).  and 
any  corporation  which  maintains  an 
account  with  a  Federal  Reserve  bank  in 
conformity  with  the  requirements  of  12 
CFR  Part  211. 

Service  center.  An  Internal  Revenue 
Service  Center  in  any  of  the  Internal 
Revenue  regions. 

3.  Section  275.114  would  be  amended 
to  read  as  follows: 

§  275.1 14  Time  of  filing. 

(a)  Every  semimonthly  tax  return 
under  this  subpart  shall  be  filed  by  the 
bonded  manufacturer  not  later  than  the 
third  business  day  succeeding  the  last 
calendar  day  of  the  retuFn  period. 
However,  if  a  bonded  manufacturer  is 
qualified  for  extended  deferral,  as 
provided  in  §  275.114a.  he  shall  file  tax 
returns,  for  each  return  period,  not  later 
than  the  last  day  of  the  next  succeeding 
return  period.  The  tax  shall  be  paid  in 
full  by  remittance  at  the  time  the  return 
is  rendered.  The  remittance  shall  be 
made  in  cash,  by  check,  or  money  order 
made  payable  to  the  ‘  Internal  Revenue 
Service”,  accompanying  the  return,  or 
shall  be  delivered  by  electronic  fund 
transfer  to  a  Government  depositary. 

(b)  If  the  return  and  remittance  are 
delivered  by  U.S.  mail  to  the  office  of 
the  Officer-in-Charge,  the  date  of  the 
official  postmark  of  the  U.S.  Postal 
Service  stamped  on  the  cover  in  which 
the  return  and  remittance  were  mailed 
shaii  be  deemed  to  be  the  date  of 
delivery. 

(c)  If  the  last  day  for  filing  a  return 
under  this  section  falls  on  a  Saturday, 
Sunday,  or  such  legal  holiday  in  the 
District  of  Columbia  or  in  the 
Commonwealth  of  Puerto  Rico,  the  filing 
of  such  return  and  remittance  shall  be 
considered  timely  if  accomplished  on 
the  next  succeeding  day  which  is  not  a 
Saturday,  Sunday,  or  such  legal  holiday. 

(d)  The  Officer-in-Charge  will 
transmit  a  receipted  copy  of  the 
semimonthly  tax  return  to  the  bonded 
manufacturer  who  filed  the  return  and 
paid  the  tax,  retain  one  copy,  and 
forward  one  copy  to  the  Regional 
Regulatory  Administrator,  New  York, 
N.Y. 10008. 

(Aug.  16.  1954.  ch.  736.  68A  Stat.  775.  as 
amended  (26  U.S.C.  6302)) 

4.  Section  275.115  would  be  amended 
to  read  as  follows: 

§275.115  Remittance  with  return. 

Remittance  of  the  full  amount  of 
internal  revenue  tax  computed  during 
the  return  period  shall  accompany  the 


return,  except  as  prescribed  in 
§  275,115a.  Such  remittance  may  be  in 
any  form  the  Officer-in-Charge  is 
authorized  to  accept  under  the 
provisions  of  26  CFR  301.6311-1  and 
which  is  acceptable  to  that  officer.*  *  * 

5.  Sections  275.115a  and  275.115b 
would  be  added  to  read  as  follows: 

§  275. 1 1 5a  Delivery  of  tax  payment  by 
electronic  fund  transfer. 

(a)  General.  Except  as  provided  in  this 
section,  notwithstanding  any  provisions 
of  §  275.115,  a  bonded  manufacturer  of 
cigars  or  cigarettes  who  pays  an  amount 
of  five  million  dollars  or  more  in  tobacco 
products  excise  taxes  during  a  fiscal 
year  shall  use  a  Federal  Reserve  bank, 
authorized  commercial  bank,  or 
nonmember  clearing  bank  in  making 
payment  of  the  tax  on  tobacco  products 
for  the  next  succeeding  fiscal  year.  For 
purposes  of  this  section,  the  dollar 
amount  of  payments  is  defined  as  the 
net  amount  of  taxes  due  and  payable  on 
returns  required  to  be  filed  in  the  fiscal 
year  after  any  authorized  credits. 

(b)  Requirements.  (1)  On  or  before 
October  10  of  each  fiscal  year,  each 
bonded  manufacturer  who  paid  an 
amount  of  five  million  dollars  or  more  in 
tobacco  products  excise  taxes  in  the 
previous  fiscal  year  shall  notify  the 
regional  regulatory  administrator,  in 
writing,  of  that  fact  and  that  the 
remittances  for  the  current  fiscal  year 
will  be  delivered  by  electronic  fund 
transfer. 

(2)  The  bonded  manufacturer  shall,  for 
each  return  period,  direct  his  bank  to 
send  an  electronic  fund  transfer 
message,  as  provided  in  §  275.115b,  to 
the  Treasury’s  Account.  The  request 
shall  be  made  to  the  bank  early  enough 
for  the  transfer  to  be  effected  to  the 
Treasury’s  Account  by  no  later  than  the 
close  of  the  third  business  day 
succeeding  the  last  calendar  day  of  the 
return  period.  The  request  shall  take 
into  account  any  time  limit  established 
by  the  bank.  However,  a  bonded 
manufacturer  who  is  qualified  for 
extended  deferral,  as  provided  in 

§  275.114a.  shall  file  returns  and  send 
remittances  by  electronic  fund  transfer, 
for  each  return  period,  no  later  than  the 
last  day  of  the  return  period  next 
succeeding  that  period. 

(3)  If  a  bonded  manufacturer  paid  less 
than  five  million  dollars  by  EFT  in  the 
preceding  fiscal  year,  he  may  choose 
either  to  continue  remitting  the  tax  as 
provided  in  paragraph  (a)  of  this  section 
or  to  remit  the  tax  with  the  return  as 
prescribed  by  §  275.115.  During  the  first 
return  period  in  which  the  bonded 
manufacturer  chooses  to  discontinue 
delivering  his  remittance  by  EFT  and  to 
begin  sending  his  remittance  with  the 


tax  return,  the  bonded  manufacturer 
shall  notify  the  Officer-in-Charge  and 
the  regional  regulatory  administrator  by 
filing  an  information  return  on  Form 
2988,  showing  that  no  taxes  are  due  by 
EFT,  because  the  amount  of  taxes  during 
the  preceding  fiscal  year  was  less  than 
five  million  dollars  and  that  the  tax 
return  shall  be  accompanied  by 
remittance. 

(c)  Remittance.  (1)  The  bonded 
manufacturer  shall  direct Tiis  bank  to 
effect  an  electronic  fund  transfer 
message  as  required  by  paragraph  (b)(2) 
of  this  section.  The  proprietor  will  be 
furnished,  through  normal  banking 
procedures,  with  transfer  data  which 
will  serve  as  his  record  of  payment  and 
which  shall  be  retained  as  part  of  his 
records. 

(2)  Each  bonded  manufacturer  shall 
show  on  the  return.  Form  2988,  required 
under  §  275.112,  EFT  made  for  that 
return  period. 

(3)  Remittances  shall  be  considered  as 
made  on  the  date  the  electronic  fund 
transfer  is  received  by  a  Government 
depositary  for  the  Treasury’s  Account. 

(d)  Failure  to  request  an  electronic 
fund  transfer  message.  For  provisions 
relating  to  the  penalty  for  failure  to 
request  an  electronic  fund  transfer 
message  within  the  prescribed  time,  see 
the  provisions  of  26  U.S.C.  6656. 

(e)  Extension  of  time  for  paying  tax. 

No  extension  of  time  will  be  granted  for 
payment  of  any  of  the  taxes  to  which  the 
requirements  in  this  section  have 
application. 

(f)  Other  cross  references.  For 
regulations  governing  the  handling  of 
any  transfer  of  funds  for  the  payment  of 
tax  by  Government  depositaries  and 
requests  for  such  transfers,  see  12  CFR 
Part  120,  Subpart  B,  and  12  CFR  Part  205 
(Federal  Reserve  System  regulations  on 
transfers  of  funds). 

(Aug.  16, 1954.  ch.  736,  68A  Stat.  775.  as 
amended  (26  U.S.C.  6302);  sec.  101(j)(37).  Pub. 
L.  91-172,  83  Stat.  530,  as  amended  (26  U.S.C. 
6161(a)(1))) 

§  275. 1 1 5b  ATF  Form  (Pending)— 
Electronic  Fund  Transfer  Notice. 

(a)  Not  later  than  15  days  after  the 
beginning  of  a  fiscal  year,  the  regional 
regulatory  admininstrator  will  issue 
payment  instructions  and  information 
on  ATF  Form  (Pending) — Electronic 
Fund  Transfer  Notice,  to  the  bonded 
manufacturer  on  how  to  transmit  tax 
payments  directly  or  through  a 
correspondent  bank  to  the  Federal 
Reserve  Bank  of  New  York.  The  bonded 
manufacturer  shall  follow  the  payment 
instructions  and  communicate  this 
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information  to  the  bank  sending  the 
electronic  fund  transfer  messages. 

(b)  ATF  Form  (Pending)  will  be 
prepared  in  quintuplicate  by  the  ATF 
regional  office.  A  copy  will  be  retained 
by  the  ATF  regional  office,  a  copy  will 
be  forwarded  to  the  Officer-in-Charge, 
and  to  the  director  of  the  service  center 
and  the  original  plus  one  copy  will  be 
forwarded  by  certified  or  registered  mail 
to  the  bonded  manufacturer.  The 
bonded  manufacturer  shall  retain  the 
original  and  furnish  the  copy  to  the  bank 
sending  the  electronic  fund  transfer 
messages. 

Signed:  May  15, 1980. 

G.  R.  Dickerson, 

Director. 

Approved:  May  21.  1980. 

Richard  ].  Davis, 

Assistant  Secretary  Enforcement  and 
Operations. 

|FR  Doc:.  80-17189  Filed  5-3-80:  2:59  pm| 
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27  CFR  Parts  270  and  275 

(Notice  No.  3421 

Proposed  Return  and  Deferral  Periods 
for  Certain  Tobacco  Products  Excise 
Tax  Payments 

agency:  Bureau  of  Alcohol.  Tobacco 
and  Firearms  (ATF). 

ACTION:  Notice  of  proposed  rulemaking. 

SUMMARY:  The  Bureau  of  Alcohol. 
Tobacco  and  Firearms  (ATF)  is 
publishing  for  comment  proposed 
regulations  that  would  change  for  large 
manufacturers  of  tobacco  products  (1) 
the  return  period  for  tobacco  products 
excise  tax  from  a  semimonthly  to  a 
weekly  tax  return  period  and  (2)  the 
deferral  period  from  the  last  day  of  the 
next  succeeding  return  period  to  no  later 
than  three  business  days  succeeding  the 
last  day  of  the  weekly  return  period.  For 
the  purposes  of  this  proposed  regulation, 
a  “large  manufacturer  of  tobacco 
products”  is  defined  as  an  individual 
factory  for  which  the  annual  tobacco 
products  excise  tax  payment  is  five 
million  dollars  or  more. 

This  proposal  would  accelerate  the 
collection  of  tobacco  products  excise 
taxes. 

This  proposed  regulation  is  considered 
major  and  is  supplemented  with  a  draft 
regulatory  analysis. 

DATES:  Comments  must  be  received  on 
or  before  August  5, 1980. 

ADDRESS:  Send  comments  on  this 
proposal  and  requests  for  a  copy  of  the 
draft  regulatory  analysis  to:  Chief. 
Regulations  and  Procedures  Division. 
Bureau  of  Alcohol,  Tobacco  and 


Firearms,  Post  Office  Box  385. 
Washington,  D.C.  20044. 

FOR  FURTHER  INFORMATION  CONTACT*. 

For  information  on  the  proposed 
regulation,  contact  A.  N.  Stickney  or 
James  A.  Hunt  at  202-566-7626.  For 
information  on  the  draft  regulatory 
analysis,  contact  Cliff  A.  Mullen  at  202- 
566-7531. 

SUPPLEMENTARY  INFORMATION: 

A.  Introduction 

The  Office  of  Management  and 
Budget,  Executive  Office  of  the 
President,  has  submitted  to  the  U.S. 
Congress  the  Budget  for  Fiscal  Year 
1981.  Several  cash  management 
initiatives  were  proposed;  and  one 
proposal  which  involves  the  Bureau  of 
Alcohol.  Tobacco  and  Firearms  (AFT),  is 
the  Tobacco  Products  Excise  Tax 
Acceleration  Project.  This  project  would 
accelerate  the  collection  of  tobacco 
products  excise  taxes  from  large 
manufacturers  (1)  by  increasing  the 
frequency  of  these  tax  payments  and  (2) 
by  reducing  the  deferral  period. 

Under  the  present  system  of  collecting 
tobacco  products  excise  taxes,  the 
excise  tax  is  paid  on  the  basis  of  a 
semimonthly  return,  with  the  return 
periods  running  from  the  first  through 
the  fifteenth  of  the  month  and  from  the 
sixteenth  to  the  end  of  the  month.  The 
excise  taxes  incurred  during  a  return 
period  are,  in  most  instances,  payable 
with  the  return  which  must  be  filed  on 
or  before  the  last  day  of  the  next 
succeeding  return  period1. 

B.  History  of  Changes  to  the  Collection 
of  Tobacco  Products  Excise  Tax 

The  present  system  of  requiring 
semimonthly  return  with  tobacco 
products  excise  tax  payments  due  a 
certain  number  of  days  following  the 
close  of  the  return  period  was 
established  in  1959.  Prior  to  that  time, 
manufacturers  of  tobacco  products  had 
to  prepay  their  excise  taxes  by 
purchasing  tax  stamps.  The  underlying 
purpose  of  changing  from  a  tax  stamp 
system  to  a  deferral  system  was  to 
allow  the  manufacturers  of  tobacco 
products  the  same  tax  advantage  as 
other  manufacturers.  In  1965,  the 
deferral  period,  the  time  between  the 
close  of  the  return  period  and  the  tax 
payment,  was  extended  from  three  days 
to  10  days.  In  1966,  the  return  period 
was  extended  from  10  days  to  the  last 
day  of  the  next  succeeding  return 
period. 

C.  Proposed  Changes 

Proposals  recommended  by  the  Cash 
Management  Review  Team  from  the 
Office  of  Management  and  Budget 
would  revise  the  present  system,  for 


those  manufacturers  of  tobacco  products 
whose  annual  excise  tax  payments  is 
five  million  dollars  or  more,  as  follows: 

1.  The  return  periods  would  be  weekly 
rather  than  semimonthly.  There  would 
be  four  return  periods  each  month 
instead  of  two:  From  the  first  day 
through  the  seventh  day  of  each  month, 
from  the  eighth  day  through  the 
fourteenth  day  of  each  month:  from  the 
fifteenth  day  through  the  twenty-first 
day  of  each  month,  and  from  the  twenty- 
second  day  through  the  last  day  of  each 
month. 

2.  The  deferral  period — the  period 
between  the  time  the  return  period  ends 
and  the  time  the  tax  payment  is  due — 
would  be  reduced  to  three  business 
days.  Taxes  would  be  due  no  later  than 
the  third  business  day  following  the 
seventh,  fourteenth,  twenty-first,  and 
last  day  of  each  month. 

ATF  proposes  to  implement  this  cash 
management  project  and  estimates  that 
approximately  20  million  dollars  in 
interest  would  be  saved  by  the  U.S. 
Government. 

Another  proposal  by  the  Cash  ' 
Management  Review  Team  is  to  require 
that  these  excise  tax  payments  be 
delivered  by  electronic  fund  transfer. 
This  proposal  is  detailed  in  Notice  No. 
341  published  in  this  Federal  Register. 
Final  adoption  of  both  notices  would 
require  conforming  changes  to  be  made 
in  certain  sections  amended  by  this 
notice  to  incorporate  the  electronic  fund 
transfer  provisions  of  Notice  No  341. 

D.  Compliance  With  Executive  Order 
12044 

In  compliance  with  Executive  Order 
12044,  a  draft  regulatory  analysis  has 
been  prepared  for  this  notice  of 
proposed  rulemaking.  The  draft 
regulatory  analysis  reflects  the 
economic  consequences  of  the  proposed 
amendments.  This  draft  regulartory 
analysis  is  available  upon  request  or 
may  be  inspected  during  normal 
business  hours  at — 

ATF  Reading  Room,  Room  5207. 
Bureau  of  Alcohol,  Tobacco  and 
Firearms,  Federal  Building,  12th  and 
Pennsylvania  Avenue,  NW., 
Washington,  D.C. 

E.  Public  Participation 

Interested  persons  are  encouraged  to 
participate  in  the  proposed  rulemaking 
process  by  submitting  written  data  or 
views  regarding  the  proposal.  Written 
communications  should  be  identified  by 
the  Notice  Number  (Notice  No.  342)  and 
submitted  to  the  Chief,  Regulations  and 
Procedures  Division,  Bureau  of  Alcohol, 
Tobacco  and  Firearms,  Post  Office  Box 
385.  Washington.  D.C.  20044.  All  written 
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communications  received  on  or  before 
August  5, 1980,  will  be  considered  before 
action  is  taken  on  the  proposed 
rulemaking  and  will  be  available  for 
public  inspection  during  normal 
business  hours  at  the  ATF  Reading 
Room,  Room  4406. 

Any  interested  person  desires  an 
opportunity  to  comment  orally  at  a 
public  hearing  on  this  proposed 
regulation  should  submit  his  or  her 
request  in  writing  to  the  Director  within 
the  60-day  comment  period.  The 
Director,  however,  reserves  the  right  to 
determine,  in  light  of  all  circumstances, 
whether  a  public  hearing  should  be  held. 

F.  Drafting  Information 

The  principal  author  of  this  proposed 
regulation  is  A.  N.  Stickney  of  the  ATF 
Research  and  Regulations  Branch.  Other 
personnel  of  ATF  and  other  agencies 
and  offices  of  the  Department  of  the 
Treasury,  however,  participated  in 
developing  the  proposed  regulations, 
both  as  to  matters  of  substance  and 
style, 

G.  Authority  and  Proposed  Changes 

The  proposed  regulations  would  be 
issued  under  the  authority  contained  in 
26  U.S.C.  7805  (68A  Stat.  917),  as 
follows: 

PART  270— MANUFACTURE  OF 
CIGARS  AND  CIGARETTES 

1.  In  the  table  of  sections  to  27  CFR 
Part  270  the  titles  of  §  §  270.162— 270.165 
would  be  revised;  §  270.163a  would  be 
added.  Such  entries  would  read  as 
follows: 

*  *  *  *  * 

Subpart  H— Operations  by  Manufacturers 

*  *  *  *  * 

Snc. 

270.162  Tax  return. 

270.163  Semimonthly  tax  return  periods  for 
small  manufacturers. 

270.163a  Weekly  tax  return  periods  for  large 
manufacturers. 

270.164  Adjustment  in  the  tax  return. 

270.165  Times  for  filing  tax  returns. 

*  *  *  *  *  * 

2.  Section  270.11  would  be  amended 
by  adding  definitions  for  "large 
manufacturers"  and  "small 
manufacturers”.  As  amended,  those 
definitions  in  §  270.11  would  read  as 
follows: 

§  270. 1 1  Meaning  of  terms. 

***** 

Large  cigars.  *  *  * 

Large  manufacturer.  For  purposes  of 
Subpart  H  of  this  part,  a  manufacturer  of 
tobacco  products  whose  excise  tax 
payments  by  factory  after  any 
authorized  credit  for  the  preceding  fiscal 
year  is  five  million  dollars  or  more. 
***** 

Small  cigars.  *  *  * 


Small  manufacturer.  For  purposes  of 
Subpart  H  of  this  part,  a  manufacturer  of 
tobacco  products  whose  excise  tax 
payments  by  factory  after  any 
authorized  credit  for  the  preceding  fiscal 
year  is  under  five  million  dollars  or 
more. 

***** 

§§  270.141  and  270.142  [Amended] 

3.  In  the  first  sentence  of  paragraph 
(b)  of  §  270.141,  the  word  "semimonthly" 
would  be  amended  to  read 
“semimonthly  or  weekly";  and  in 
paragraph  (c)  of  the  same  section,  the 
word  “manufacturer"  would  be 
amended  to  read  “small  manufacturer". 
Section  270.142  would  be  amended  by 
changing  the  word  “semimonthly”, 
wherever  it  appears,  to  read 
“semimonthly  or  weekly". 

4.  Section  270.162  (a)  and  (c)  would  be 
revised  to  read  as  follows: 

§  270.162  Tax  return. 

(a)  Requirement  for  filing.  Every 
manufacturer  of  tobacco  products  shall 
file,  for  each  of  his  factories,  a  tax  return 
of  Form  3071,  in  triplicate,  with  the 
district  director  of  the  Internal  Revenue 
District  in  which  the  factory  is  located, 
for  each  return  period,  including  any 
period  during  which  a  manufacturer 
begins  or  discontinues  business.  He 
shall  file  the  return  at  the  time  specified 
in  §  270.165  regardless  of  whether  cigars 
or  cigarettes  are  removed  or  whether  tax 
is  due  for  that  particular  return  period. 
However,  where  the  manufacturer 
requests  by  letter,  in  duplicate,  and  the 
regional  regulatory  administrator  grants 
specific  authorization,  the  manufacturer 
need  not  during  the  term  of  such 
authorization  file  a  tax  return  for  any 
period  for  which  tax  is  not  due  or 
payable.  The  manufacturer  shall  retain 
the  receipted  copy  of  each  tax  return 
transmitted  to  him  by  the  district 
director. 

***** 

(c)  Deferral  of  tax  payment.  The 
payment  cf  the  tax  with  respect  to 
cigars  and  cigarettes  removed  subject  to 
tax  may  be  deferred  and  paid  at  the 
time  prescribed  in  §  270.165(a)  for  filing 
the  semimonthly  or  weekly  return  only  if 
the  manufacturer  has  on  file  a  bond  of 
sufficient  amount  executed  on  or  after 
June  24, 1959,  or  in  the  case  of  a  bond  of 
sufficient  amount  executed  prior  to  such 
date  only  if  the  manufacturer  has  filed 
the  extension  of  coverage  of  bond 
prescribed  in  §  270.141(b).  A 
manufacturer  is  entitled  to  the  extended 
deferral  tax  payment  and  the  filing  of 
semimonthly  tax  returns  provided  for  in 
§  270.165(b)  only  if  he  is  a  small 
manufacturer  and  has  on  file  a  bond  of 
\ 


sufficient  amount  executed  on  or  after 
September  24, 1965,  or  in  the  case  of  a 
bond  of  sufficient  amount  executed  prior 
to  such  date  if  the  manufacturer  has 
filed  the  extension  of  coverage  of  bond 
prescribed  in  §  270.141(b).  Otherwise, 
the  tax  with  respect  to  removals  of 
cigars  and  cigarettes  subject  to  tax  shall 
be  prepaid  with  the  return,  Form  2617, 
as  provided  in  §  270.167,  and  the  tax 
return  under  this  section  shall  be  filed 
showing  such  prepayment  and  the  serial 
number(s)  of  the  Form(s)  2617  filed 
during  the  return  period. 

(Sec.  202,  Pub.  L.  85-859,  72  Stat.  1417  (26 
U.S.C.  5703);  sec.  2128(c),  Pub.  L.  94-455,  90 
Stat.  1921  (26  U.S.C.  5741)) 

§270.163  [Amended] 

5.  Section  270.163  would  be  amended 
by  changing  (1)  the  title  "§  270.163 
Semimonthly  tax  return  periods"  to  read 
“§  270.163  Semimonthly  tax  return 
periods  for  small  manufacturers”  and  (2) 
the  authority  citation  “(72  Stat.  1417;  26 
U.S.C.  5703)"  to  read  "(Sec.  202,  Pub.  L. 
85-859,  72  Stat.  1417,  as  amended  (26 
U.S.C.  5703))”. 

6.  A  new  §  270.163a  would  be  added 
to  read  as  follows: 

§  270.163a  Weekly  tax  return  periods  for 
large  manufacturers. 

The  tax  return  periods  to  be  covered 
in  the  weekly  tax  returns  shall  be  (a) 
from  the  first  day  of  each  month  through 
the  seventh  day  of  each  month,  (b)  from 
the  eighth  day  of  each  month  through 
the  fourteenth  day  of  each  month,  (c) 
from  the  fifteenth  day  of  each  month 
through  the  twenty-first  day  of  each 
month,  and  (d)  from  the  twenty-second 
day  of  each  month  through  the  last  day 
of  each  month. 

(Sec.  202,  Pub.  L.  85-859,  72  Stat.  1417,  as 
amended  (26  U.S.C.  5703)) 

§270.164  [Amended] 

7.  Section  270.164  would  be  amended 
by  changing  (1)  the  title  and  in  the  first 
sentence  the  term  “semimonthly,  to  read 
"semimonthly  or  weekly"  and  (2)  the 
authority  citation  “(68A  Stat.  791,  72 
Stat.  1417,  as  amended;  26  U.S.C.  6402. 
6703)”  to  read  “(Aug.  6, 1954,  ch.  756, 

68A  Stat.  791  (26  U.S.C.  6402);  sec.  202, 
Pub.  L.  85-859,  72  Stat.  1471,  as  amended 
(26  U.S.C.  5703))”. 

8.  Section  270.165  (a)  and  (b)  would  be 
revised  to  read  as  follows: 

§  270.165  Times  for  filing  tax  returns. 

(a)  General  rule. — (1)  Small 
manufacturer.  Tax  returns  on  Form  3071 
shall  be  filed  not  later  than  the  third 
business  day  following  the  last  day  of 
each  semimonthly  return  period 
prescribed  in  §  270.163. 
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(2)  Large  manufacturer.  Tax  returns 
on  Form  3071  shall  be  filed  not  later 
than  the  close  of  the  third  business  day 
following  the  last  day  of  each  weekly 
return  period  prescribed  in  §  270.163a. 

(b)  Extended  time  for  filing  by  small 
manufacturers.  A  small  manufacturer, 
whose  bond  was  executed  on  or  after 
September  24, 1965,  or  who  has  obtained 
the  extension  of  coverage  of  bond 
prescribed  in  §  270.142(b)  for  extended 
deferral,  shall  file  tax  returns  of  Form 
3071  not  later  than  the  last  day  of  the 
next  succeeding  return  period. 
***** 

(Sec.  89(a).  Pub.  L.  85-866,  68A  Stat.  895.  as 
amended  (26  U.S.C.  7502);  Aug.  16. 1954,  ch. 
736.  68A  Stat.  896  (26  U.S.C.  7503);  Sec.  202. 
Pub.  L.  85-859,  72  Stat.  1417  (26  U.S.C.  5703)) 

9.  Section  270.166  would  be  revised  to 
read  as  follows: 

§  270.166  Default;  prepayment  of  tax 
required. 

Where  a  check  or  money  order 
tendered  with  any  return,  whether 
prepayment,  weekly,  or  semimonthly  for 
the  payment  of  tax  on  cigars  or 
cigarettes  is  not  paid  on  presentment, 
where  a  manufacturer  of  tobacco 
products  fails  to  remit  with  the  return 
the  full  amount  of  tax  due  thereunder,  or 
where  a  manufacturer  is  otherwise  in 
default  in  payment  of  tax  on  cigars  or 
cigarettes  under  the  internal  revenue 
laws  or  this  chapter,  during  the  period  of 
such  default  and  until  the  regional 
regulatory  administrator  finds  that  the 
revenue  will  not  be  jeopardized  by  the 
deferred  payment  of  tax  pursuant  to  the 
provisions  of  this  part,  no  cigars  or 
cigarettes  shall  be  removed  subject  to 
tax  until  the  tax  thtereon  has  first  been 
prepaid  as  provided  in  §  270.167.  Any 
remittance  made  during  the  period  of  a 
default  shall  be  in  cash,  or  in  the  form  of 
a  certified,  cashier  or  treasurer’s  check 
drawn  on  any  bank  or  trust  company 
incorporated  under  the  laws  of  the 
United  States,  or  under  the  laws  of  any 
State  or  possession  of  the  United  States, 
or  in  the  form  of  a  U.S.  postal  money 
order  or  other  money  order  as  defined  in 
26  CFR  301.6311-1. 

(Aug.  16, 1954,  ch.  736,  68A  Stat.  707  (26 
U.S.C.  5703,  Aug.  16. 1954.  ch.  736.  68A  Stat. 
777  (26  U.S.C.  6311)) 

§270.167  [Amended] 

10.  Section  270.167  would  be  amended 
(1)  by  changing  the  word 
“semimonthly”,  wherever  it  appears,  to 
read  “semimonthly  or  weekly”;  and  (2) 
by  changing  the  authority  citation  “(72 
Stat.  1417, 1423,  as  amended;  26  U.S.C. 
5703,  5741)”  to  read  “(Sec.  202,  Pub.  L. 
85-859,  72  Stat.  1417,  as  amended,  1423  ' 
(26  U.S.C.  5703,  5741)”. 

§270.169  [Amended] 

Section  270.169  would  be  amended  by 
changing  (1)  the  parenthetical  phrase 


“(defined  at  §  301.7701-12  of  this 
chapter)”  to  read,  "(defined  at  26  CFR 
301.7701-12)”,  (2)  the  prepositional 
phrase  “in  §  301.6676-1  of  this  chapter” 
to  read  “in  26  CFR  301.6676-1”;  and  the 
authority  citation  “(72  Stat.  828;  26 
U.S.C.  6109.  6679)”  to  read  “(Sec.  1(a). 
Pub.  L.  87-397,  75  Stat.  828  (26  U.S.C. 
6109);  sec.  20(c),  Pub.  L.  87-834,  76  Stat. 
1062,  as  amended  (26  U.S.C.  6679))". 
PART  275— IMPORTATION  OF 
CIGARS,  CIGARETTES,  AND 
CIGARETTE  PAPERS  AND  TUBES 

1.  In  the  table  of  sections  to  27  CFR 
Part  275  the  titles  to  §  275.113  and 
275.114  would  be  amended  to  read  as 
follows; 

***** 

Subpart  G— Puerto  Rican  Cigars, 

Cigarettes,  and  Cigarette  Papers  and 
Tubes,  Brought  Into  the  United  States 

***** 

Sec. 

275.113  Tax  return  periods. 

275.114  Times  for  filing  tax  returns. 

*  *  *  *  *  * 

2.  Section  275.11  would  be  amended 
by  adding  definitions  for  “large  bonded 
manufacturer"  and  “small  bonded 
manufacturer”.  As  amended,  those 
definitions  in  §  275.11  would  read  as 
follows: 

§  275. 1 1  Meaning  of  terms. 

***** 

Large  cigars.  *  *  * 

Large  bonded  manufacturer.  For 
purposes  of  Subpart  G  of  this  part,  a 
bonded  manufacturer  of  tobacco 
products  whose  excise  tax  payments  by 
factory  after  any  authorized  credit  for 
the  preceding  fiscal  year  is  five  million 
dollars  or  more. 

***** 

Small  cigars.  *  *  * 

Small  bonded  manufacturer.  For 
purposes  of  Subpart  G  of  this  part,  a 
bonded  manufacturer  of  tobacco 
products  whose  excise  tax  payments  by 
factory  after  any  authorized  credit  for 
the  preceding  fiscal  year  is  less  than  five 
million  dollars. 

***** 

§275.112  [Amended] 

3.  Section  275.112  would  be  amended 
by  deleting  the  word  “semimonthly", 
wherever  it  appears. 

4.  Section  275.113  would  be  revised  to 
read  as  follows: 

§275.113  Tax  return  periods. 

(a)  Weekly  return  periods  for  large 
bonded  manfacturers.  The  periods  to  be 
covered  in  the  weekly  tax  returns  shall 
be  (1)  from  the  first  day  of  each  month 
through  the  seventh  day  of  each  month. 
(2)  from  the  eighth  day  of  each  month 
through  the  fourteenth  day  of  each 
month,  (3ffrom  the  fifteenth  day  of  each 
month  through  the  twenty-first  day  of 
each  month,  and  (4)  from  the  twenty- 


second  day  of  each  month  through  the 
last  day  of  each  month. 

(b)  Semimonthly  return  period  for 
small  bonded  manufacturers.  The  period 
to  be  covered  in  the  semimonthly  tax 
returns  shall  be  from  the  first  day 
through  the  fifteenth  day  of  each  month, 
and  from  the  sixteenth  day  through  the 
last  day  of  each  month. 

5.  Section  275.114  would  be  revised  to 
read  as  follows: 

§  275.1 14  Time  for  filing  tax  returns. 

(a)  General  rule. — (1)  Small 
manufacturer.  Tax  returns  on  form  2988 
shall  be  filed  not  later  than  the  third 
business  day  following  the  last  day  of 
each  return  period  prescribed  in 

§  275.113(b).  However,  if  a  small  bonded 
manufacturer  is  qualified  for  extended 
deferral,  as  provided  in  §  275.114a,  he 
shall  file  tax  returns,  for  each 
semimonthly  return  period,  not  later 
than  the  last  day  of  the  next  succeeding 
return  period. 

(2)  Large  manufacturer.  Tax  returns 
on  Form  2988  shall  be  filed  not  later 
than  the  close  of  the  third  business  day 
following  the  last  day  of  each  weekly 
return  period  prescribed  in  §  275.113(a). 

(b)  Timely  mailing.  If  the  return  or 
remittance  are  delivered  by  U.S.  mail  to 
the  office  of  the  Officer-in-Charge,  the 
date  of  the  official  postmark  of  the  U.S. 
Postal  Service  stamped  on  the  cover  in 
which  the  return  and  remittance  were 
mailed  shall  be  deemed  to  be  the  date  of 
delivery. 

(c)  Weekends  and  holidays.  If  the  last 
day  for  filing  a  return  under  this  section 
falls  on  a  Saturday,  Sunday,  or  such 
legal  holiday  in  the  District  of  Columbia 
or  in  the  Commonwealth  of  Puerto  Rico, 
the  filing  of  such  return  and  remittance 
shall  be  considered  timely  filed  if 
accomplished  on  the  next  succeeding 
day  which  is  not  a  Saturday,  Sunday,  or 
such  legal  holiday. 

(d)  Receipt  by  the  Officer-in-Charge. 
The  Officer-in-Charge  will  transmit  a 
receipted  copy  of  the  tax  return  to  the 
bonded  manufacturer  who  filed  the 
return  and  paid  the  tax,  will  retain  one 
copy,  and  will  forward  one  copy  to  the 
Regional  Regulatory  Administrator,  New 
York,  N.Y.  10008. 

6.  Section  275.115  would  be  revised  to 
read  as  follows: 

§  275. 1 1 5  Remittance  with  return. 

Remittance  for  the  full  amount  of 
internal  revenue  tax  computed  during 
the  return  period  shall  accompany  the 
return.  Such  remittance  may  be  in  any 
form  the  Officer-in-Charge  is  authorized 
to  accept  under  the  provisions  of  26  CFR 
301.6311-1  and  which  is  acceptable  to 
that  officer.  In  paying  the  tax,  a 
fracitonal  part  of  a  cent  shall  be 
disregarded  unless  it  amounts  ot  one- 
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half  cent  or  more,  in  which  case  it  shall 
be  increased  to  one  cent. 

§275.116  [Amended] 

7.  Section  275.116  would  be  amended 
by  changing  the  phrase  ‘‘to  remit  with 
the  semimonthly  return"  to  read  “to 
remit  with  the  return". 

Signed:  May  15, 1980. 

G.  R.  Dickerson, 

Director. 

Approved:  May  21, 1980. 

Richard ).  Davis, 

Assistant  Secretary  ( Enforcement  and 
Operations). 
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